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' 
j 2370 '. Unlvar .Corporation 

ll:J:I~ '·""'·-"'""· L""'""· .... '-lnd.llqlltyo_I/A __ tlllft.-- o~. 

Net Salq (Million $) 
Ciualler: 1111lH4 tftWII 1G91..ft 111110-et May................ 488 -488 377 382. 

lwg...... ...... .. ... 474 464 367 362 Nov................. 453 404 353 
Feb ............... :. 416 410 319 

1,801 1,15511 1,396 
Salee for lhollllx month3 ended A~ 31, 1993, 
""' 3.2%, year to ye~~t, on gains In bo1h u.s. 1111d forutgn ~. However, pllltllablllly W1l8 · · 
reefl1cted by unfavofllllle Clln'l!IICf eXchange retes 
and by lll!to!lr ooent11ng GJCp811&11S u a pellllmtage 
of Giles lilllw> u.s. In 01UPP9rl ol niiiW ,.,.. 
eng~ and tti1118aiC Planrina prograiTIII. · 
Pretax IncOme decliMd ~ Aftiir - at 38.0% WliYI 37.8%, and mlnoltty lriiMiot, net Income was down 3.1%. ~ por llhate were equal to 
$0.27 Ill bo1h pe.-. 
Common Sh- E1D111ngs ($) .. 

!Motor.. 1119U4. 199M\! llllll-92 111110-111 
May ............... 0.17 . 0.13 0.06 0.32: 
Aug ....... :......... 0.10 0.1~ d0.43 0.32 
Nov ......... :....... d0.04 0.03 . 0.26 
Feb ......... :....... O.!rii O.o7 · 0.20 

0.28 d0.29 1.10 

~~' ~ ~· ~ Pijll 0.07!1 Oct. 23 ~3 .No\1. 9 Dac. 1'92 
00.01~ Jiln. 27 Feb. 2 Feb. 8 Mar. 2'93 .07!1 ~. 2e t,lav 4 _. tO .kl!. 1'91) 
0.07~ Jill, 26 AUi); 3 ~ 9 Aug. 31'93 

Capltallzdc!n 
. Long Tem Dolbt: $157,234,000 (51113). 

llln<riy lnleroal:. $1,508,000. 
Commons- 19,630,Hi211ht. ($0.33Mo per), 
Royal Pllkhotd t-~.V."""" llbout 31%. . 
lnlltltullor.,rhold abouttll'llo. 
Sharoholdnol 

~·:· 
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ARCHER. BULMAHN, JENKINS & BOWLER 
CERTIFIED PUBLIC ACCOUNTANTS 

626 SOUTH LAKE AVENUE • PASADENA, CALIFORNIA 91106 

To The Board of Directors 
Angeles Chemical Company, Incorporated 

We have compiled the accompanying balance sheet of Angeles Chemical Company, Incorporated 
as of April 30, 1993 and the related statements of Income and cash flows for the year then ended, In 
accordance w~h statements on standards for accounting and review services Issued by the American 
lnstttuta of CenHied Public Accountants. 

A compilation is limited to presenting In the form of financial stat~:~ments information that is the 
representation of management. We have not audked or perlormed a review service on the accompanying 
flnancial statements, and accordingly, do not express an opinion or any ather form of assurance of them. 

Management has eii!Cted to omit substantially all of the disclosures required by generally accepted 
accounting principles. II the omitted disclosures were Included In the financial statements, they might 
Influence the user's conclusions about the Company's flnanclal posttion, results of operations, and cash 
flows. Accordingly, these financial statements are not designed for those who are nat Informed about such 
matters. 

CERTIFIED PUBLIC ACCOUNTANTS 

December 30. 1993 
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ANGELES CHEMICAL COMPANY, INCORPORATED 
BALANCE SHEET 

CURRENT ASSETS 
Cash & cash aqulvalams 
Accounts receivable 
Allowance for doubtful accounts 

Nat accounts receivable 
Accounts receivable - Stallion 

(UNAUDITED) 
APRIL 30, 1993 

ASSETS 

Accounts receivable - other non-operating 
Accounts receivable - Samson 
Employee advances 
Inventories 
Prepaid property tax 
Prepaid Insurance 
Prepaid other 
Prepaid excise tax-fuel 

Total current aasats 

FIXED ASSETS 
Office trailer 
Trucks & autos 
Tanks & plam aqulpmem 
Fum~ure & fixtures 
Plant 
Drums 

Total fixed asset$ 

Less: accumulated depreciation 
Net fixed asseta 

OTHER ASSETS 
Investment in Samson 

Tots I aasets 

See accountsnts' compilation report 

$ 

ARCHER. 6Ul..MA!-iN. JENKIPIIS & aaWL.5FI 
CIE".fl Tl ~IE 0 Pl)li!L~C ~CCOIJNTANT~ 

983,789 

(5,000} 

$ 

$ 

316,966 

978,789 

153,895 

3,118 

359,129 

4,644 

920,422 

1,507 

152,873 

21,sn 

99,567 

204,966 

740,232 

215,785 

357,370 

127,753 

1,745,673 

(1,522,660} 
223,013 

23,686 

a,187,on 
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ANGELES CHEMICAL COMPANY, INCORPORATED 

BALANCE SHEET 

(UNAUDITED) 

APRIL30, 1993 

LIABIUTIES AND STOCKHOLDERS' EQUITY 

CURRENT LIABILITIES 
Notes payable 
Accounts payable 
Accrued tank testing 
Accrued commissions 
Accrued payroll and sales taxes 
Other accrued llab~~ies 
Drum depostts 
State Income taxes payable 

TQhll cwrent lhlbllltles 

STOCKHOLDERS' EQUITY 
Common Stock • $.10 Par Value. 
1,000,000 shares authorized, 
54,005 shares Issued & outstanding 
Paid in Capital 
Retained earnings • beginning 

Net income 

Retained earnings 

Total stockholdenll' equity 

Total liabilities and stockholders' equity 

See •ccountanta' compilation report 

$ 

ARCHER, BUl..MAI-IN, JENKINS & 80Wl.5:R 
Cf!IIT IFI e D PU!lLIC 1\CCO\JNTAIH$ 

1,649.076 
49,243 

$ 85.046 

1.112.276 
63,904 

11.430 
6,019 

17.536 
59,685 

1,731 
1,357,627 

5,407 
105,724 

1,698,319 

1,809,450 

$ 3,167,077 
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ANGELES CHEMICAL COMPANY, INCORPORATED 

STATEMENT OF INCOME 

(UNAUDITED) 

FOR THE YEAR ENDED APRIL 30, 1993 

%Of Sales 

SALES $ 8,103,337 100.00% 
COST OF SALES 5,690,953 70.23% 

Gross profit 2,412,384 29.77% 

OPERATING EXPENSES 
Salaries & wages 464,556 5.73% 
Out$1da Laoor 362,180 4.47% 
lnsutanoe 233,829 2.119% 
Truck expense 162.836 2.01% 
Freight 157,692 1.95% 
Commisions • Bortz 153,771 1.90% 

Rem 1A3,880 1.78% 
Repairs & mainlenance 128,961 1.59% 

Plarrt expense 97,726 1.21% 
Printing expense 83,666 1.03% 

) Tank testing & lab expense 80,401 .99% 
Auto&Travel 55,345 .68% 

Bad debts 46,255 .57% 

Telephone & utlttles 45,912 .57% 

Depreciation 43,768 .54% 
Payroll taxes 42,617 .53% 

Professional services 40,682 .50% 

Taxes & licenses 37,271 .46% 

Business promotion 30,950 .38% 

Offlce supplies 29,772 .36% 

) Computer expense 28,413 .35% 

Advenising 18,420 .20% 

Profit sharing expense 16,200 .20% 
Employee welfare 11,167 .14% 
Dues & subscriptions 10.424 .13% 
Equipment rental 7,792 .10% 

Seminars and meetings 3,0BS .04% 

Donations 150 .00% 

Total operating expenses $ 2,534,921 31.28% 

Operating loss $ (122,53?} (1.51%) 

See accountent'e compilation report 

AFICHf;:R, BUI..MAMN, JENKIN$ & BOWLER 
Ct;; R T If' I eiO PI,IBL.,IC ACCOUNTANtS 
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ANGELES CHEMICAL COMPANY, INCORPORATED 
STATEMENT OF INCOME 

{UNAUDITED) 
FOR THE YEAR ENDED APRIL 30, 1993 

OTHER INCOME OR (EXPENSE) 
Income spltt-Samson 
Tennlnallng charges 
Interest Income 
Gain on sale of assots 
Miscellaneous Income 
Miscellaneous expense 
Interest expense 

Total other income 

Income before Income taxes 

Provl$1on for Income taxes 

Net income 

See accountant's compilation report 

$ 

AAGI'IIi:R. BUL.MAHN, JENKINS & BOWLf':A 
CE AT tF 110 0 PUBLIC ~CCOUNTANT5 

138,889 

33,166 

7,861 

2,650 

1,338 

(2.175) 
(5,818) 

175,911 

53,374 

(4.131) 

49,243 

%Of Sales 

1.71% 

.41% 

.10% 

.03% 

.02% 

(.03%) 

(.07%) 

2.17% 

.88% 

(.05%) 

.61% 
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ANGELES CHEMICAL COMPANY, INCORPORATED 
STATEMENT OF INCOME DETAIL 

(UNAUDITED) 
FOR THE YEAR ENDED APRIL 30, 1993 

Solvems - sales $ 2,845,838 

Returns & allowances (260) 

Total sales 2,845,578 

Cost of sales 2,200,421 

Gross profit $ 845,157 

Packaging - sales $ 1,284,455 

Returns & allowances (11,866) 

Total sales 1,272,589 

Cost of sales 948,121 

GroSI profit $ 324,468 

Bortz - sales $ 4,008,087 

Returns & allowances (16,021) 

Sales Olscounts (6,896) 

Total sales 3,985,170 

Cost of sales 2,542,411 

Groll profit $ 1,442,759 

Total groaa prom $ 2,412,384 

See accountants' compilation report 

AACHER, BULMAHN, JENKINS & 60WLEA 
C E R Tl I' I iQ PUiiii~IC A~COUIIITAIIITS 

35.12% 

.00% 

35.12% 
27.15% 

7.96% 

15.05% 
(.15%) 

15.70% 

11.70% 

4.00% 

49.46% 
(.20%) 

(.09%) 

49.18% 

31.37% 

17.80% 

29.n% 
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ANGELES CHEMICAL COMPANY, INCORPORATED 

STATEMENT OF CASH FLOWS 

(UNAUDITED) 

FOR THE YEAR ENDED APRIL 30, 1993 

CASH FLOWS FROM OPERATING ACTIVITIES: 

Net Income 
Adjustments to reconcile net Income to Net 

Cash used In Operating Activities: 

Depreciation $ 4J,768 

Equity In Income of affiliate (138,689) 

Decrease In accounts receivable 34.254 

Increase In Inventory (45,724) 

Increase In prepaid expense (13.920) 

Drecrease In drums Inventory 8,268 

Doorease in accounts payable (107,903) 

Increase in accrued expensM 49,385 

Dereallll In customer deposits (315) 

Increase In Income tax payable 203 

Total adjll$tmems 
Net Cnh ulled In oper;~ting activilin 

CASH FLOWS FROM INVESTING ACTIVITIES: 

Employee advances (13,452) 

Collections on employee advances 12,625 

Capital expenditures (20,746) 

Distributions from affPiate 152,381 

Net cash provided by Investing activities 

CAStl FLOWS FROM FINANCING ACTIVITIES; 

Proceeds from note payable 153,063 

Repayment of note payable (137,893! 

Net cash provided by llnancing activities 

Net lnct"ellse in cash 

Cash at the beginning of the year 
c .. h at the end of the year 

See accountants' compilation repon 

AACHE~. BUl.MAHN, JENKIN$ & 60Wt.~A 

C {; R T IF I!: C PUBLIC ACC01.1NfANTS 

$ 

$ 

49,24J 

!170,853! 
(121 ,610) 

130,808 

15,190 

24,388 

292,578 
316,966 

BR000216 





.> 

BRAMSTEDT 
and A$$oC.Iates hu:.o.rpor.t~led 

flrumda• CoMLI:Itlng 

ISu.sk\4!!.$ va•u:allons 

f'ln•n(;taJ Analysis. 

EDployee Stock ownarship Plan 
~inistratlve Committee 

Angeles Chemical Co., Inc. 
p.o. Box 21.63 
Santa Fe Springs, California 90670 

Attn: Mr. John Locke 

December 22, 1992 \.,_ 

You have requested that we e~ress an opinion as to the fair 
market value of the common stock of Angeles Chemical co., Inc. 
("Anchem" or the "COlllpany") as of April 30, 1992 for Employee 
stock OWnership Trust (ESOT) purposes. The purpose of this · 
letter is to advise you of our opinion of value. The formal 
evaluation report will be. forwarded under separate cover when 
c0111p letad • · 

In arriving at an appraisal of fair market value, some primary 
determinants of value are return on investwent, growth potential 
and the investor's perception of risk. We have examined these 
factors as well as liquigity and other financial elements in 
analyzing the operating and financial performance of Anchem. 

our review and analysis places a fair market value on the common 
equity ownership of Anohem as of April 30, 1992 of $1,621,000 or 
$30.00 per share based on 54,065 shares outstanding. It is 
derived from a modified adjusted book value approach and is 
discounted for restricted marketability. 

xt is important to note that this per-share fair market value is 
for transactions involving minority interest(s) in the Company's 
common stock- It does not reflect the value of Anchem as an 
entity or the value of a bloCk of stock which would give a single 
buyer control of the Company. The value established is based on 
financial information through April 1992. Accordingly, this 
value should be valid not only for that date, but also for a 
reasonable period beyond it. 

4:402 'VIstp. Del Mar :~.arK. ltllumn. CJit 949'2ll-1 l06 'h141~~"-38 r':u 41~~._,. 

ll4 Sm:nr~H:>me.st.. 5uit~ 806 ~an ft'ancl~co. C"- 9._l04-Ml8 Tt:l4l~2.0000 f*X4l~...fi49:1 
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Angeles Chemical Co., Inc. 
Dece•ber 22, 1992 
Paqe two · 

The valuation conclusion and the appraisal report ~e beinq 
prepared by Bramstedt & Associates a$ a subcontractor to Sansome 
Street Appraisers, Inc. 

Sincerely, 

BRAMSTEDT & ASSOCIATES, INC. 

~ fll, &-:::t;;t/-
Eric M. Bramstedt, CFA 

EMB:ew 

cc; T i111 Mahoney 

BR000218 



REPOR'l' 01' 

NfGEt.BS CHEMICAL COMPANY, INC. 

Al"RIL 30, 1992 
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AIIGBLBS CBEIUCAL CDMPAIIY, XNC. 

APRXL 30, 1992 
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UCIIIIJI., BUUIDUDI' 6 CO. 
&.26 80U'l'IJ LAD AVIINUB 

PAB~, CALirORNIA t1106 

TO THE BOAR!> 01" DIREC'l'ORS 
ANGl!:LES C'HEIUCAL COMPANY, INCORPORATED 

WE HAVE COMPILED THE ACCO)(PANYING a.u.A.II'CE SHBE'J:' OF ANGELES 
CHEMICAL COMPANY, lNCORPORATJ!:D AS OF APlUL 30, 1992 AND THE 
RELAT!l> STATI!:M!:NTS OF INCOME AND CASH FLOWS FOR THE YEAR 'l'lmN 
ENDED, IN JI.CCOR:t.lAHCE WITH STANDARDS ESTABLISHID BY THE AMERICAN 
INSTITUTE OT CERTIFIED PUBLIC ACCOUNTAN~S. 

A COMPILATION IS LI.MIT!.D TO PRESEN!'ING IN THE FORM OF 
FINANCIAL STATEMBNTS IHFOii!MATIOlf THAT IS THE REPRESENTATION OF ; MANAGEMENT. WE HAVE NOT AUDITED OR PERFORMED A RXVIBW SERVICE ON 
THE ACCOMPANYING FINANCIAl. STATEMENTS, AHD ACCORDINGLY, DO NOT 
EXPRESS AN OPINION OR ANY OTHER FORM OF ASStl:AANCE ON THEM, 

HANAGEMBNT HAS ELECTED TO OMIT StiBSTAN'l'IALLY ALL OP THE 
DISCLOSURES REQUIRED BY GENERALLY ACCEPTED ACCOUNTING PRINCIPLES. 
IF THE OMITTED DISct.OSURI!:S WRE INCLUDED IN THE FINANCIAL 
STATBMINTS, THEY MIGHT INFLUENCE THE USER'S CONCLDSIONS ABOUT THE 
COMPANY'S FINANCIAL POSITION, RESULTS OF OPERATIONS, AND CISH 
FLOWS, ACCOJUliNGLY, THESE FINANCIAL STATIMEIITS ARB NOT DESIGNED 
FOR THOSE WHO ARB NOT INFORMED ABOUT SUCH Mli.TTI!'.RS, 

CERTIFIED PUBLIC ACCOUNTANTS 

NoVEMBER 6, 1992 
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AWELBS CBI!II!ea.L COKPAJI'! • lJfCORPOIUI.'!BD 
aaLUCB 8IIJI:I'I' 

Ull'JWD!TBD 
Al'R!L 30 • 1112 

) A S S E T & 

CURRENT ASSETS 
PET'I'Y CASH 
CASH IN BANK 
CASH IN BANK - PAYli:OLL. 
CASH IH BlUIX -BORr.Z 
CASH IN MONEY Ml\lUiiJ!lr 
ACCOOHTS RECEIVABL.B 
AU.oil. FOR DOOSTJJ'UL ACC'l'S , 

NE'l' ACCOUNJ'S RECBIVABLB 
ACC'l'S. REC. - S'l'lt.td.::tON 

1,030,926.26 
(20,257 .1!5) 

--------------
ACC'l'S. RIC. - O'J.'KBR NON-OPERATING 
ACC'l'S. REC. - SIIMSOif 
EMPLOYEE ADVANCES 
lNVEJI'l'ORY - CHIHICALS 
IlfV'£lll'I.'ORY - PACII'AGJ:NG 
J:NVEN'l'ORY -PKG. -BORTZ 
IMVINTORY -GASOLlHB 
PREPAID INTEREST 
PREPA!D PROP!a'l'Y TAX 
PREPA:tD ZNSUQ.NCE 
PREPAitl Atl'l'O rHSURANCE 
PREPAID CONSUI/l'AHTS FEES 
PIU:PA!D OTHER 
PREPAitl EXCISE TAX -FUEL 

TOTAL CI.IRRENT ASSETS 

FIXED ASSETS 
OPPJ:CE TRAILER 
TRUCkS I AUTOS 
TANKS I PUJIT' EQIJJ:PM!:HT 
l'URNITURE I FI.li'J.'U'JUI!S 
PL1IN'l' 
DliUMS 

TOTAL FIXED ASSETS 

LESS: ACCUMULATED DEPRECIATION 

NET FIXED ASSETS 

OTHER ASSETS 
INVESTMENT IN SJUISON 

TOTAL OTHER ASSETS 

'l'O'l'AL ASSETS 

99,!567.42 
219,335.36 
723,270.88 
21~,708.06 
354,&62.97 
136,040.56 

____ ..., ________ _ 

1,747,585.25 

(1,4!113,260,48) 

-------------

32,303.53 . 

--------------

$ 5,254.02 
(173,966.13) 

(8,373.22) 
458,206.13 

11,457.32 

1,010,66!1.11 
112,553.95 

46,829.88 
364,003,57 

3,817.32 
Sll?, 4!12. 67 

67,523.54 
276,938.73 

3,343.39 
2,187.64 
1,557,37 

140. 99'6. 25 
475.00 

3,300.00 
14,758.85 

6,220.00 

--------------2,874,64.5.39 

32,303.53 

-----·-------
$ 3,161,273.69 
-----~ 

BU ACCOttliTAII'l'S • COKJi'ILA'I'J:OI!I UPORT 
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iiUI'GI!iLJIS ClUUllCAL COKPUY, l:lft:OBPORATliD 
BALJIBCB 8Bl!lft 

VDUDl:TBD 
:AIRIL 3D, 1_,2 

LIABILITIES AND STOCKHOLDERS 1 EQUI'l'Y 

CURRENT t.IABILITIZS 
NOTES PAYABU 
ACCOUN~S PAYABLE 
OTHER ACCRUED LIABILITIES 
ACCRDED TANK TESTl:NG 
ACCRUED PADIOLL 
ACCRUED COMMISSIONS 
ACCRUED WO~S COMP,INS. 
SUI PAYABLE 
Ftl'fA PAYABt.B 
SALES TAX PAYABLE 
CALIF, FRANCHISE TAX PAYABLE 
DRUM D!Pt'>SITS 

TOTAL CURRENT LIABILITIES 

LON~-TEDM LIABILITIES 

TOTAL LIABILITIES 

STOCJCHOLDERS 1 EQUITY 

$ 69,856.16 
1,220,178.86 

7,254.92 
1.2,016. 08 
18, 05!\. 22 
!1,604.51 

0.03 
2:,422.18 

9'10.42 
3,240.55 
1,528.00 

60,000.00 

--------------

COMMON STOC:lt - $.10 PAll VAWli:, 
1,000,000 SHS. AUTHORIZED, 
!14,065 SHS. ISSUED ' OUTSTANDING 

PAID IH CAPITAL 
RETAINED EARNINGS - BEGINNING $ 1,643,803.35 
Nt'l' INCOME Oft (LOSS) .5, 273.11 

RETAINED EARNINGS 

TOTAL STOCKHOLDERS' EQUITY 

'l'OTAL LIABILITIES AND STOCKHOLDERS' BQUITY 

-----------· .. 
1,401,066.93 

5,406.50 
105,7:1.3.80 

1,649,076.46 

--------------
1,160,206.'f6 ____ .... ________ _ 

$ 3,161,273.69 
-="' --

88:£ ACCOUIIT:Alf'rS' QOMI':tLI.!'!Oll RBJIOR!' 
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.;· 

AJIOBLBS CHBHl:CAL COIIl'AJil', l:IICOal'OIIATBD 
BTATBIIB .... OF liiCOJIB 

UDUDl'rBD 
J'OR THE 'JWELVE HOIITR8 DDBD A.Pall. 30, 1tt2 

YEAR TO DATE 

SALES $ 8. 050' 881.29 
COST OF SALES 6,104,885.87 _______ .......... _____ 

GROSS PROFIT 1,945,995.42 

--------------OPERATING EXPENSES 
ADMINISTRATIVE SALARIES g··"'·" OFFICE WAGES 88,237.66 
SALES WAGES 

~ "f ;> 2.-
59,694.80 

DiliECT WACI:S 65,1130.44 
II!IDIRBCT IIAGES 32,129.24 
PAYROLL '!'AXES 44,150.49 
WORKMAN$ COMP. INSURANCE 68,296.75 
GROUP INSURANCE 93,016.01 
OUTSIDE LABOR 219,174.51 
ADVER'l'ISIBG 16,692.97 
ACTO & TRAVEL 43,574.49 
liAD DEBTS 1::1,000.00 
COMPUl'ER BXP.ENSE 10,124.63 
DOtfATIONS 250.00 
DRUM MlU'NTENJUfCE 106,868.10 
DUES & SUBSCRIPTIONS l.1,0U.71 
SBMINARS JUfD MEB'l'INGS 2,841.42 
EMPLOYEE WELFARE 11,389.04 
EOUIPMEI!IT RENTAL 2,436.74 
FREIGHT-IN [.64 ,275.50 
PREIGHT OUT /o5 40,971.96 
CASUALTY INSURANCE 79,981.93 
LAB EXPENSE 854.32 
OFFICE SUPPLIES 20,133.94 
PRINTING PREP. EXPENSE 14,580.33 
PLIUIT EXPENSE 82,463.07 
POSTAGE 6,681.60 
PROFESSIONAL SERVICES 59,082.57 
PROFIT SHARING £XP~SE 15,662.94 
RENT 137,400.00 
REPAIRS & MAINTENJUfCE 36,390.33 
SALES PROM. TRAVEL 12,921.69 
BUSINESS PROMOTION 27,837.23 
TANK TESTING EXPENSE 14,400.00 
TAXES & LICENSES lJ, o:ll..l6 
TELEPHONE 27,104.87 
TRUCK EXPENSE 145,600.53 
UTILITIES 18,207,91 
COMMISSIONS -BORTZ 102,647.22 
DEPRBCIATION 73,730.56 __ ,.. ___________ 

TOTAL OPERATING EXPENSES $ 2,107,536.25 

--------------
SB2 AOCODJI'I'AII'I.'S ' COKPILAriOB RBPORT 

' 
100.00 
75.83 -------
24.17 ------
1.31 
1.10 
0.74 
2.06 
0.40 
0.55 
0.85 
1.16 
2.72 
o.:u 
0.54 
0.15 
0.13 
o.oo 
1.33 
0.14 
0.04 
0.14 
0.03 
o.ao 
0.51 
0.99 
0.01 
0.25 
o.l.8 
1.02 
o.os 
0.73 
0.19 
1.71 
0.4!1 
0.16 
o. 3!1 
0.18 
0.41 
0.34 
1.111 
0.23 
1.28 
0.92 -------

26.18 -------

BR000224 



J 

' 

:AJI'GBLI:S CIIJIM:tCAL COIU'AIIY, J:)lCORPORATl!ID 
STA'1'BIIIBII'I' 01' J:!IICOIUI 

UIUUIJ)J:HD 
I'OR TBB TWJ:LVE JIDIITII8 :DIDBD A1'RJ:L 30, 1'92 

tENt TO QATii 

OPERATING LOSS · $ (16~,540.83) 

--------------OTHER INCOI'!IE OR (EXPENSE) 
DISCOUN'l'S EARNED 1,132.49 
DEMURIU.GE so.oo 
IN'l'ElU'lST INCOME 12.836.46 
INCOME SPLIT-SAMSON 138,333.82 
Sll.ARY R.IUMBURSJ!!KEN'l' 1,044.4$ 
MJ:SC!ELLAlfli:OIJS INCOME 1,508.87 
PAILS 742-14 
TBRKINALING Cltl\RGES 31,53!!1.29 
IMTZREST EXPEN$£ (8' 041. 58). ·-----... -·-----TO'l'AL OTW!:R INCOME (EXPENSE) 169,141.94 

-------------
INCOME BEFORE INCOME TAXES 7,601.11 

PROVISION FOR lNOOMB TAXBS (2, .us. 00) 

--------------
NET INCOME $ 5,273.11 -·-==--=-

8111!1 ACC01DITMr.l'S' COHPXLJ.'l'ION UPOlt'l' 

i 

{2. 01) -------
0.01 
o.oo 
0.16 
1.59 
0.01 
0.02 
0.01 
0,39 

(0.10) ------
2.10 ----... -
0,09 

(0.03) ------
0,07 .. _......_ 
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AIIJGIIILZB CHBK:ICU. COIU'UIY • J:8COJI.ORA'l'IID 
STATBXE~ OF IMCOKB DIITAJ:L 

VJIAtiDI'l'BD 
J'OR 1'IIB 'l'WI:LVB IIOJI'tHS BllriBD I.MtJ:L 30, U U 

SOLVEIITS -SALES 
RE'l'UlUI'S I AUDWANCES 

TOTAL SALES 
COST OF SALES 

GROSS PROFIT 

PACKAGING -SALES 
1tBTllRNS I ALLOWANCES 

TOTAL SALES 
COST OF SALES 

GROSS PROFIT 

BORTZ -SALES 
RETURNS & ALLOWANCES 
SALES DISCOUNTS 

TOTAL SALES 
COST OF SALES 

GROSS PROFIT 

TOTAL GROSS PROFIT 

YEAR TO DATE 

$ 3' 992,473. !54 
(334.02) ________ ..., ___ 

3,992,139.52 
3,321,252.79 

--------------670,886.73 

--------------
1,115,989.95 

(7,393.6!5) 

... -----------·-1,108,596.30 
855,830.89 

--------------2!52,765.41 ________ .,.. ____ 

2,964,831.64 
{ 12,858. 68) 

(1,827.49) .... _____________ 
2,950,145.47 
1,890,3<l2.32 

--------------
1,059,~03.15 

--------------
$ 1,945,995.42 -- ----

. BBB ACC01JJI'l'I.II'.I'B • COIIP:IUTXOX RI!POJI'l' 

' 
100.01 

(0.01) -------
100.00 

83,19 _____ .,._ 

16.81 
-------

100.67 
(0.67) ------

100,00 
77.20 -------
22.80 -------

100.50 
(0.44) 
(0.06) -------

100.00 
64,08 ____ ..,. __ 
3!5.92 -------
24.17 -
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JUI'GIBLIIB C!BlUIXCAL OOIIP.li.HY • XJfCORl'ORA!'liD 
BTATIKBIII'l' 01' CUB FLOWS 

tr:IAUD!'IBD 
:roa Till 2ULVB llOJI'!K8 DDBD A"Pal:L SO, 1tl2 

CASB PLOWS l'lltOll Oli'l!IU.!:I!'XIIIG, 1t0'1'IV%!'1118r 

NET INCOME 

AI>.7UST'MENTS TO RECONCILE NET INCOME TO 
NET CASH FLOWS FROM OPERATING ACTIVITIES: 

DEPRECIATION $ 73,730.511 
(1018,333.82) EQUITY IN INCOME OF AFFI~TE 

C'HA!fQB IN ASSETS AND LIABILITIES 
INCREASE IN ACCOUN'l'S RECEIVABLE 
INCREISB IN INVENTORY 
INCREASE IN PREPAID IXPENSES 
:ni'CRBISI IN DRUMS INVIDITORY 
INCBBASB IN ACCOUNTS PAYABLE 
DBCIIEASB l:N ACCRUED IXPE'HSBS 
INCREASE IN CUSTOMER DEPOSITS 
INCREASE IN INCONB TAXES PAYABLE 

TOTAL ADJUSTMENTS 

(444,656. 70) 
(136,397.99) 

(!I' 448. 81) 
(3l,812.!5ti) 
471,003.18 

(8,110.07) 
3,793.86 
1,528.00 

--------------

NET CASH USED BY OPERATING ACTIVITIES 

LOANS ADVANCED 
COLLECTION OF LOAN ADVANCES 
CAPITAL EXPENDITURES 
DISTRIBUTIONS FROM AFFILIATE 

(158,034.42) 
131,912.00 
(4 7. 325 .25) 
107,715.09 

-------------
NET CASH PROVIDED BY INVESTING ACTIVITIES 

C!MIB J'LOD 1'11011 I'IliUJCDIG ac'l'IVl:!J:J:8 : 

PRINCIPAL PAYXBII'l'S ON LoANS 

--------------
N!T CASH USED BY FINANCING ACTIVITIES 

lll'l!l DBCI\DIIB Dr CUB 

CASH A!l BBGIXK!WG OF IBRIOD 

CASH AT B3D OJ' PIRIOD 

$ 5,273.11 

(208,784.35) 

-------··----
(203 ,511.24) 

34,267.42 

(12,873.22) 

-------------
(182,117,04) 

474,695.16 

-------------
$ 292,578.12 
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6RAMSTEDT 
oiind Associates lnoorporaltd 

Pinancial Consulting 

Business Valuc~tlo~:ui 

financial Analysis. 

EVALUATION 
of the 

COMMON STOCK 
of 

ANGELES CHEMICAL CO. 

as of 
April 30, 1992 

Prepared by: 
Bramstedt & Associates, Inc. 
December 1992 

2402 vista Del Mar U>n« Tiburon. Cll !14920·1208 Tel 41:>4~5-9436 Fa>< 415-4)5-9436 

114 Sansorne St., Suite 808 5an l'tandKO, CJl. 9410~18 Te141.$.362..g90Q ~ •t$-362--6492 
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BKAI'ISTf:DT 
atl<l J\ssocl;;~te:s lnCOr'pOtated 

Flnanc;ial Consulting 

Bu~incss VahJatlons 

financ.lal Analysis 

CONFIDENTIAL 

Employee Stock ownership Plan 
Administrative Committee 

Angeles Chemical Co. 
P.O. Box 2163 
Santa Fe Springs, California 90670 

Attn: Mr. John Locke 

Gentlemen: 

Decembe~ 31, 1992 

You have requested we establish the fair market value of the 
common stock of Angeles Chemical Co. for Employee Stock ownership 
Trust (ESOT) purposes as of April 30, 1992. 

Our evaluation places a fair market value of $1,621,000 on the 
common stock of Angeles Chemical Co. as of April 30, 1992. Based 
on 54,065 A and B common shares outstanding, the value per share 
is $30.00. This evaluation is derived from modified adjusted 
book value and is discounted for restricted marketability. 
The valuation conclusion was transmitted to John Locke on Decem­
ber 22, 1992. 

The valuation report was prepared by Bramstedt & Associates, Inc. 
as a subcontractor to Sansome Street Appraisers, Inc. 

Earnings 
climate. 
stock be 

EMB:ew 
enclosure 

prospects can change, as can the general economic 
Federal regulations require that the Company's common 

reevaluated at least annually for ESOT purposes. 

Very truly yours, 

BRAMSTEDT & ASSOCIATES, INC. 
/}_ 

~9?{. tB. .. h~ 
Eric M. Bramstedt, CFA 
President 

2402. Vf;sts Del Mar L.ane Tiburon, CA 94920- t 2.08 'l'eJ 415-4~5-94~ f"aA 415-435-9438 

114 5anSQme St., Suite aoa San r'nl!ndsco. Cit. 9410~818 T~l41~362-9900 fU 41~2-6492 

BR000229 



TABLE OF CONTENTS 

Section Subject ~ 

I Introduction 1 

II Valuation Process 4 

III Company and Industry 8 

IV Valuation 16 

v Conclusion 20 

Appendix I Financial statements 
as of April 30, 1992 

Appendix II Qualification of 
Bramstedt & Associates, Inc. 

BR000230 



I. INTRODUCTION 

Angeles Chemical co. ("Anchem" or the "Company") has requested 
Bramstedt & Associates, Inc. render its opinion as to the fair 
market value of the Company's common stock in connection with 
transactions involving the company's Employee Stock Ownership 
Trust (ESOT). This valuation is based on financial data provided 
us for the five fiscal years ended April 30, 1992 and is derived 
from a modified adjusted book value methodology. 

In that regard, Bramstedt & Associates places a fair market value 
of $1,621 1 000 or $30.00 per share on the common stock of Anchem 
as of April 30, 1992 based on 54,065 A and B shares outstanding. 

Anchem is a closely held corporation with no present market for 
its common stock. It is a regional Southern California liquid 
chemical distributor whose products are used in industrial, 
commercial and retail{consumer coating applications. Sales in 
fiscal years 1990-1992 have stabilized at $8 million after 
falling over 50% from a peak of $16.8 million ten years earlier. 
The Company broke even in fiscal 1992 after recording compara­
tively small losses in fiscal years 1991-1989, the first deficits 
in its 19-year history. A joint venture agreement with samson 
Chemical Co. has contributed to this business stabilization. 
soil and underground water contamination problems at Anchem•s 
plant continue to be monitored and tested, but so far have not 
required significant remedial and other costs. Anchem has .a 
reasonably liquid, debt-free balance sheet. 

Like all chemical processors, however, Anchem and its customers 
are facing significant environmental regulations in the Los 
Angeles Basin. These have seriously affected Anchem•s business 
base and combined with the depressed Southern california economy 
cloud the Company's intermediate-term prospects. 

Scope of the Valuation study 

The purpose of this valuation study is to determine the fair 
market value of a minority interest in the common stock of Anchem 
as of April 30, 1992 for transactions involving the Company's 
Employee Stock ownership Trust. 

In performing this valuation study, a variety of data and assump­
tions was used. The financial information on past performance 
was gathered from the financial statements of Anchem as prepared 
by its accounting firm for the past five fiscal years. We have 
included in Appendix I a copy of Anchem•s most recent financial 
statement, for the fiscal year ended April 30, 1992. 

Projections of eXpected future financial performance through 
fiscal 1993 were provided by management. The appraiser has 
visited the company's facilities in Santa Fe Springs, california. 
Interviews were held with members of management and with certain 
outside sources with regard to the chemical distribution industry 
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generally and specifically about several important environmen­
tal/regulatory issues facing the Company. 

In ascertaining the value of the company, published data on 
publicly traded companies were utilized in an effort to find 
comparable companies. There were no companies which were found 
to be directly comparable. 

Prior ESOP Valuations and Reports 

Anchem•s ESOP was established during fiscal year 1984 as a 
conversion from a profit sharing plan. ESOP valuations for 
Anchem since fiscal 1987 have been prepared by Menke & Associ­
ates, Inc. and Bramstedt & Associates, Inc. Bramstedt & Associ­
ates' update valuation report for April 30, 1991 is dated Novem­
ber 1991. All these reports are herein incorporated by reference 
and contain a description of the chemical distribution industry; 
Anchem•s history, operating description and management; and the 
valuation methodologies employed. 

The table below illustrates the aggregate ESOP (minority inter­
est) values relative to certain financial criteria for fiscal 
years 1988-92: 

l:i~~ 
Aggregate Per ~ercent of Gross working 

~ ESOf VAJ.M!: ~ Sales Assets &;guj.:t~ ~[Ofit. CaEit.al 

4/30/92 $1,621,000 $30.00 20.1• 51.3\ 92% 0.83X l.lOX 
4/30/91 1,653,300 30.60 20.8 61.2 94 0.83 l.lO 
4/30/90 l. 527' 885 28.25 18.8 54.7 85 0.79 l.l4 
4/30/89 1,635,995 30.25 18.2 53.9 81 0.79 1.08 
4/30/88 1,730,000 32.00 16.3 56.5 81 o. 72 1.15 

r..imit!!!;.i.QI!~ Qt !:.lli:i! Y:i!ll.H!Uon 

In preparing the valuation, Bramstedt & Associates relied upon 
and assumed the accuracy and completeness of all financial, 
statistical and other information provided by Anchem. Bramstedt 
& Associates also considered information based upon other public­
ly available sources which it believes to be reliable, however 
Bramstedt & Associates and the appraiser do not guarantee the 
accuracy and completeness of such information and did not inde­
pendently verify the financial statements and other information. 
The appraiser is not aware of material omissions or understate­
ments which would affect values contained in this report. The 
fair market value arrived at herein represents the appraiser's 
considered opinion based upon the facts and information presented 
to him. No legal opinion is expressed by this report and its 
accompanying documents. 

This valuation report does not address matters requiring special 
expertise or knowledge not generally held by business appraisers. 
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As such, this report does not specifically add:ress such issues as 
toxic contamination, hazardous waste, engineering and structural 
soundness, litigation and legal concerns, etc. (See "Company" 
section.) 

This app:raisal is intended for the purpose(s) stated herein. Any 
other application by the Company, its shareholders and others may 
not be appropriate. 

Neither the appraiser nor Bramstedt & Associates, Inc. has any 
p:resent financial interest in Anchem, and the fee for this 
valuation is not contingent upon the value(s) determined. The 
qualifications of Bramstedt & Associates to undertake this valua­
tion are summarized in Appendix II. 
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II. VALUATION PRQCESS 

The stock in this valuation has been evaluated based upon: 
(1) the pertinent principles, regulations and guidelines of the 
Internal Revenue service and the Department of Labor; (2) analy­
sis of the company's financial statements; (3) thorough discus­
sions with management; and (4) analysis of relevant industry 
conditions and other factors. 

Definition,; 

The following terms will recur throughout the valuation and 
should be understood by the following definitions, except as 
otherwise noted: 

Fair Market Value -- The Internal Revenue Service has 
defined "fair market value" in Revenue Ruling 59-60, issued 
in March 1959, as: 

" ... the price at which the propttrty would change hands between 
a willing buyer and a willing sellsr when the former is not 
und~r any compulsion to buy and the latter ie not under Any 
compulsion to sell, both pareies having reasonable knowledge 
of r~levant facts. Court. decieionil frequently stat&, in. 
addition, that the hypothetical buyer and seller are aeeumed 
to be able, a~ well &G willing, to trade and be well informed 
~bout the property and conea~nin9 the market for such propm 
erty." · 

This definition is widely accepted and used in courts of law 
and in tax literature and is the most widely used approach 
in valuing closely held securities. It is the basic defini­
tion upon which we have relied in determining the fair mar­
ket value of the Company's stock. Revenue Ruling 59-60 was 
issued for estate valuation purposes, but is not limited to 
that use. It serves as a guide in virtually all valuation 
situations requiring the determination of fair market value. 

Pretax and Pre-Contribution Earnings -- Pretax earnings 
refer to earnings or income before federal, state and local 
income taxes. Pre-contribution earnings refer to pretax 
earnings before discretionary employee benefit plan contri­
butions. 

ESOP -- Employee stock ownership Plan and ESOT -- Employee 
stock Ownership Trust refer essentially to the same entity 
and for purposes of this valuation can be considered inter­
changeable. 

IRS & DOL Guidelines 

In general, a company whose securities are traded in volume by 
informed persons in a free and active market has its fair market 
value determined continuously. The prices at which the securi­
ties of such a company trade are a reflection of the collective 
opinion of the investing public as to what the future prospects 
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of the company are at that point of time. Kowever, when a stock 
is traded infrequently, or is traded in an erratic market, or is 
closely held, sucih as in the case of Anchem, some other measure 
of value must be found. 

The Internal Revenue code of 1954, Section 2031(b), specifies 
that the value of stocks and securities of corporations not 
listed on an exchange or freely traded " ••• shall be determined by 
taking into consideration, in addition to all other factors, the 
value of stock or securities of corporations engaged in the same 
or a similar line of business which are listed on an exchange." 

Revenue Ruling 59-60, issued in March 1959 for estate valuation 
purposes and extended to include the determination of fair market 
value of closely held businesses for income and other tax purpo­
ses by Revenue Ruling 65-193, further develops a set of eight 
criteria which, while not all-inclusive, are fundamental to the 
appraisal of the fair market value of closely held companies. 

The Department of Labor has issued proposed regulations on 
"Adequate Consideration" which address valuation issues affecting 
Employee Stock ownership Plans. These proposed regulations 
endorse Revenue Ruling 59-60 and set forth other factors to be 
considered in valuing securities for ESOT purposes. 

Consequently, this report has considered the following factors: 

History of the Company and Nature of Its Business 

Economic Outlook in General and Condition and Outlook of the 
Industry in Particular 

Book Value of the Stock and Financial Condition of the 
Business 

_Earnings Capacity of the Company 

Dividend Paying Capacity 

Whether or Not the Enterprise Has Goodwill or Other Intangi­
ble Assets 

Sales of Stock and Size of the Block of Stock to-be Valued 

The Market Price of Stocks of Corporations Engaged in the 
Same or a similar Line of Business Kaving Their stocks 
Actively Traded in a Free and Open Market or over the 
Counter 
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The Effect of ESOP Contributions on Fair Market value 

Anchem's ESOP was established in fiscal 1984. The company made 
cash contributions of $15,663 in fiscal 1992 and $15,248 in 
fiscal 1991. The ESOP owns 26% of the company's equity. 

The implementation of an Employee stock Ownership Plan may have a 
material effect on the profitability and cash flows of a business 
enterprise. The effect on profitability and cash flows can, as a 
consequence, directly impact the fair market value of the busi­
ness enterprise. The degree of effect depends on how the ESOP is 
funding the annual contribution itself (cash or stock) . 

An additional consideration in determining fair market value for 
an ESOP company is how the company is providing for the emerging 
liability created when vested terminated plan participants tender 
Company stock for redemption. 

For detailed discussions of the effect of cash and/or stock 
contributions on earnings, cash flows and book values and of the 
impact of emerging liability treatment on ESOP stock marketabil­
ity, see Section II of the November 1987 valuation study prepared 
by Menke & Associates. 

Comparability in Accounting Methods 

The accounting profession allows a number of alternative account­
ing treatments in areas such as inventory and depreciation 
accounting. Depending upon the particular accounting method 
utilized, reported earnings may differ materially within a given 
year. These accounting treatments, which are permitted under 
Generally Accep,ted Accounting Principles (CAAP) , are usually one­
time decisions. Once a company has opted for a particular 
accounting treatment it cannot change between various accounting 
alternatives year after year without good cause. Because of 
these rules, accounting statements for a particular company are 
generally comparable from year to year. This comparability, 
however, may not exist from company to company even if they are 
in the same industry. This is especially true if one is compar­
ing a "public" company with a "closely held" company. 

A further discussion of the differences and economic ramifica­
tions of public and private Company accounting procedures is also 
found in Section II of the November 1987 valuation study. 

Q~gcounts to Fair Market Value 

The marketability of the company's stock, the control position of 
majority shareholders, and the relationship of these factors to 
the block of stock being valued can also affect the concluded 
value. 

Closely held stock, which lacks marketability, is far less 
attractive than a similar stock with ready access to the public 
marketplace. In valuing a block of stock, Revenue Rulings and 
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court decisions provide a basis for concluding that a discount is 
valid for an absence of marketability if the value base does not 
already reflect the lack of marketability. 

Further, a minority stock interest in a closed corporation is 
usually worth much less than a proportionate share of the entity 
value of all the corporate stock. Discounts can range from 10% 
to 30% or more. When minority interest and lack of marketability 
discounts are both applied, they are sequential. 
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III. COHPAHX 

Angeles Chemical is a resale/distributor primarily of liquid 
industrial chemicals used principally in the coating process. In 
fiscal 1992, sales of solvents were $4.0 million (vs. $3.9 mil­
lion in fiscal 1991); packaging--$1.1 million ($892,000); and 
Bortz--$2.96 million ($3.2 million). 

As illustrated in the above graph, there has been a relative and 
absolute decline in lower gross margin commercial solvent sales 
since fiscal 1990, which has contributed to a fiscal 1992-91 
improvement in gross margins from fiscal 1989-90 to 24-25% from 
23-24% respectively. Anchem now has a 50-50 consumer/industrial 
sales break-out from 60-40 in several earlier years. Bortz is a 
packager of paint thinners and finishes for the consumer/retail 
market which Anchem acquired in fiscal 1986. 

Since the peak in 1982 at $16.8 million, Company dollar sales 
have dropped over 50% to the $8 million level for the past three 
fiscal years. Physical volume has declined even more because of 
periodic price increases. Prices were increased temporarily to 
pass along higher raw material cost increases during the early 
phase of the fall 1990 Gulf crisis. 

The decade-long sales drop reflected the loss of major accounts 
as several customers moved out of Southern California or changed 
their supplier source away from southern california. The ever­
increasing environmental regulations in Greater Los Angeles have 
created an increasingly expensive and difficult operating circum­
stance for chemical processors and distributors and their 
customers. The current recession in the region may not have 
seriously impacted sales through 1992. Management continues to 
emphasize less environmentally sensitive consumer products. 

In 1992, Anchem had about 179 active industrial customers and 
400 in the packaging division, both down about 10% from a year 

-8-

BR00023B 



earlier. All are located in Southern California. Ellis Paint 
company, owned by Robert Berg, an Anchem founder and shareholder, 
is an important customer. 

Anchem's basic raw materials are these organic chemicals-­
propylene, glycol, toluene, ethylene glycol, acetone, mineral 
spirits, 1-1-1 trichloroethane, and alcohols. These are forms of 
petroleum distillates which are purchased from shell, Union 
Carbide, Exxon, Celanese and Vulkan Materials. The Company has 
on-site 32 underground storage tanks of s,ooo to 20,000 gallons 
capacity each and four above-ground tanks (old railroad tank 
cars): one of 10,000 gallons capacity and three of 6,000 gallons 
each. 

Anchem operates out of administrative offices and packaging and 
storage facilities on a 1.8 acre site in Santa Fe Springs, 
California. The structures and improvements are Company-owned, 
while the underlying real estate is owned by a partnership 
comprised of the three founding stockholders--John Locke, Robert 
Berg and Arnold Rosenthal. Mr. Rosenthal is no longer active in 
the Company. The sale of the underlying real estate to the 
Company by the partnership continues in limbo because of possible 
contamination and other issues. Anchem rents downtown Los 
Angeles warehouse space from Robert Berg. 

As of the summer of 1992, Anchem had 26 full-time employees 
versus 28 a year earlier. The Company has substantially in­
creased temporary or part-time help, reflecting the higher 
packaging sales. 

samson Chemical Co. Joint Venture 

On March 31, 1991, Anchem entered into a five and a half year 
agreement with Saramco, Inc., dba Samson Chemical Co., to operate 
on a joint venture basis for five years beginning October 1, 1991 
following an interim six month trial period which ended on 
September 30, 1991. If the joint venture is still effective on 
September 30, 1996, Samson will cease operations and transfer to 
Anchem its distributor relationships and its business and custom­
er accounts. In the interim, both companies maintain separate 
operations (at Santa Fe Springs) and customers. 

Samson was a Torrance, California-based industrial chemical 
distributor operating unprofitably on annual sales of $3.5 mil­
lion or about 45% of Anchem's size. Through this affiliation, 
Anchem was able to broaden its product line to include epoxy 
products. On a combined basis, AnchemfSamson sales in fiscal 
1992 were $12.06 million, indicating Samson's sales are now 
running about $4 million annually. 

Samson's income (as defined by the agreement) is shared equally 
by the partners. In fiscal 1992, Anchem•s income share was 
booked at $128,000 versus $12,000 for the one month of fiscal 
1991. 
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For further details on this joint venture, see the November 1991 
valuation report. 

samson was Anchem's second business combination in five years, 
and management is exploring a joint venture with a Northern 
California chemical distributor to further broaden its customer, 
business and geographic base and augment sales. 

Management and ownership 

The Company senior management as of summer 1992 consisted of: 

OffjoE!t 'Title i!Oined Co. .lim: 

John Locke Preaident, CEO l97l 65 
Robert BGr9 Swcretary/Treasurer l911 60 
Robert Cuet.ar Prssident - Sam~on Chem~oal 1990 59 
JarnE!u Locke Operations Manager 1965 28 
Tl.m llahoney controlle" l990 35 

Robert custer is a chemical engineer and MBA with experience in 
chemical distribution and as such provides important management 
and sales support for John Locke. Mr. Custer is concentrating on 
the industrial market and Mr. Locke on retail and proprietary 
products. 

The Board of Directors consists 
Arnold Rosenthal, all founders. 
President of Ellis Paint co. 

of John Locke, Robert Berg, and 
Mr. Berg's primary employment 

As of April 30, 1992 there were 40,000 Class A and 14,065 Class B 
common shares outstanding (excluding treasury stock) as follows: 

Holder Nymber of Shareo 

John Locke 20,000 A mhares 37\ 
Robert Be"g 20,000 A l!lhares 37 
ESOP 14.065 B ahares 

Total 54,06S A&B ~hares 100\ 

Class A common stock is voting and Class B is nonvoting. Other­
wise, the two classes are equal. A valuation discount for the 
nonvoting Class B stock has not been taken by the prior apprais­
ers nor by Bramstedt & Associates since the stock is in an ESOP 
where voting rights are not passed through in any event except 
for major corporate issues. 
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Environmental Issues Update 

The three previous valuation studies for the fiscal years ended . 
September 1989, 1990 and 1991 discuss in detail the regional 
agencies which regulate Anchem's operating activities. According 
to management and SCS Engineers, its environmental consultant, as. 
of April 30 1 1992 the Company had no environmental agency ac­
tions, violations or citations. 

These prior reports also discuss testing and related work for 
soil and groundwater contamination undertaken by the Company and 
scs since 1989 which so far has not uncovered any major problems. 
As it has since 1989, Anchem will continue to incur legal, 
testing, remedial and consultant costs above those experienced 
during the 1980s. (In fact, scs and counsel are working with 
Anchem to try and recover some of these costs from a contractor 
who may have improperly installed a drain pipe.) The appraiser 
does not believe the Company has been able to pass these costs, 
which have not been material in any one year, through to its 
customers, thereby impacting profit margins. 

Ongoing environmental incumbrances on Anchem's business and 
operations have been reflected in the valuation conclusion, in 
varying degrees, since fiscal 19S9. 

California Economy 

As of the summer of 1992, the California economy, particula~ly 
Southern California, was showing no signs of recovering from what 
is described as the worst recession since world War II. (The 
u.s. economy was beginning to pick up, however.) 

Heavy job losses from cutbacks in defense and aerospace and 
manufacturing firms relocating from California resulted in a 
statewide unemployment rate of 9-10%, or well above the national 
average with even higher rates in some Southern California 
counties. Consequently, retail sales, per capita income, resi­
dential and commercial construction and manufacturing activity 
are all depressed. Experts were not expecting any real improve­
ment until 1993 or 1994. 

on the surface, Anchem's business and sales do not appear to have 
been seriously affected by this circumstance. Management, 
however, did not provide the appraiser·with an analysis which 
could determine whether the economy or the environmental problems 
have impacted the Company more and whether Anchem may be holding 
or gaining market share. 
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Financial Analysis and Review 

Anchem has provided Bramstedt & Associates with financial state­
ments for the fiscal years 1988-1992. These financial statements 
have been thoroughly examined and discussed with management. A 
copy of the Company's financial statement for the fiscal year 
ended April 30, 1992, prepared as a compilation by Arthur Buhlman 
& Co., CPAs, is attached as Appendix I. 

The results of our review and analysis of Anchem's financials are 
contained in the exhibits outlined below: 

Exhibit A -- Comparative Income Statement, F~l988-l992 
Exhibit 8 -- Comparativa Balance Sheeta, F~l988-l992 
Exhibit C -- Selected Financial Ratioa, F~l990-l992 

These exhibits are presented at the end of this section of the 
report. The following comments and observations are based upon 
Bramstedt & Associates' review and analysis of the Company's 
financial statements. saramco•s operations are not consolidated 
but are incorporated in a one-line (miscellaneous) income entry, 
"income split - Samson." 

Exhibit A contains Anchem's comparative operating statement in 
terms of dollars and dollars as a percent of sales for the period 
fiscal 1988-1992. Sales in fiscal 1992 of $8.05 million were 
essentially identical with the $7.9 million in fiscal 1991 and 
off just 1.3% from fiscal 1990. Cost of sales rose 2.4% to 
$6.1 million (75.8%) from $5.96 million (75.0%) in fiscal 1991. 
Accordingly, gross profit at $1.95 million was almost identical 
to fiscal 1991 but gross margins fell moderately to 24.2% in 
fiscal 1992 from 25.0% in fiscal 1991, where they are better than 
fiscal 1989 and fiscal 1990. This apparently reflects a more 
favorable consumer/retail sales mix in fiscal 1992-1991. 
Anchem's prices or raw material costs have not changed materially 
since the Persian Gulf crisis. 
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operating expenses were nearly unchanged (up 0.6%) year to year 
at $2.1 million (26.2%). Administrative and office wages were 
up, apparently reflecting a full year of Samson employees. 
Direct wages dropped by nearly 40% to $166,000 in fiscal 1992 and 
outside labor more than doubled to $219,000 as the Company used 
more temporary workers and leased truck drivers. Workers comp 
insurance was up 64% to $68,300. Tank testing expenses dropped 
by 37% to $14,400 in fiscal 1992 as did professional services 
(presumably environmental related) by 13% to $59,100. Deprecia­
tion fell by half to $74,000 as certain Bortz assets became fully 
depreciated. 

The slightly lower gross profit and slightly higher operating 
expenses resulted in a moderate rise in the operating loss to. 
$161,000 in fiscal 1992 from a loss of $112,000 in fiscal 1991. 
(Anchem has reported small operating losses since fiscal 1988.) 
other income jumped 81% to $177,000 in fiscal 1992 on the Samson 
income split of $128,000. Interest expense continued a multi­
year decline to $8,000. 

As a result, Anchem broke even in fiscal 1992 after taxes versus 
a $36,000 loss in fiscal 1991 and its first non-loss year since 
fiscal 1988, when sales were $1.4 million higher. For fiscal 
1993 management is forecasting that Anchem's sales ex-Saramco may 
be equal to fiscal 1992's $8 million and that the Company might 
again record a slight profit. 

Exhibit B contains Anchem's comparative balance sheet in terms of 
dollars and dollars as a percent of assets for the period fiscal 
1988-1992. Fiscal 1992 reflects the first full year of the 
Samson joint venture. 

Angeles Chemical co. 
Balance Sheet Profile 

April JO. 1922 
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At April 30 1 1992, total assets invested jumped 17% to $3.16 mil­
lion, all of which occurred in current assets which were up 17.8% 
to $2.87 million (90.9%). cash and liquid investments dropped to 
$292,000 (9.2%) from $475,000 (17.6%) a year earlier. Accounts 
receivable gained 44.3% to $1.5 million (48.5%) from $1.06 mil­
lion (39.4%) at April 30, 1991 while inventories gained 18.6% to 
$875,000 (27.7%) at April 30, 1992. 

Both inventories and receivables were the highest in at least six 
years (on lower sales). However, about 60% of the $471,000 
receivables increase represents the increment of carrying Sam­
son's receivables and most of the inventory gain may also be 
Samson-related. 

Accordingly, current liabilities rose nearly 50% to $1.4 million 
at April 30, 1992 where they comprised 44.3% of liabilities and 
equity as compared to around 35% and lower in prior fiscal years. 
This gain occurred entirely at accounts payable, which jumped 63% 
to $1.22 million (38.6%). 

Anchem has no long-term debt. 
lion (55.7%) at April 30, 1992 
prior two fiscal years. 

Shareholders' equity at $1.76 mil­
was virtually unchanged from the 

Exhibit C presents selected financial and operating ratios for 
the fiscal years 1990 through 1992. It shows that Anchem•s 
previously solid and liquid balance sheet qualitatively weakened 
somewhat during fiscal 1992. Specifically, the current and quick 
ratios fell to 2.1 and 1.3 times respectively at April 30, 1992 
from 2.6 and 2.4 times respectively a year earlier. 

Working capital, which is composed primarily of accounts receiv­
able and cash and equivalents, fell slightly to $1.47 million. 
The sales to working capital ratio rose to 5.5 times from 5.3 
times at April 30, 1991. lf combined Samson/Anchem sales of 
$12.1 million are used, the fiscal 1992 sales/working capital 
ratio is 8.2X, significantly higher than any recent year. 
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Much of this liquidity is excess to the Company's ongoing operat­
ing business requirements and will not apparently be needed for 
possible substantial environmental remedial costs. Consequently, 
the internal funds are available conceptually to purchase stock 
from existing shareholders or the ESOT. The purchase of the 
underlying Santa Fe Springs real property from the shareholder 
partnership has been deferred and there are no significant 
capital expenditures, Inventory turns dropped to 7.0 times 
during fiscal 1992 from 8.1 times in fiscal 1991 because of the 
higher inventory on the static sales and this ratio is also 
reflective of samson's inventory. 

Because of the operating circumstances and a sound balance sheet 
profile, once again Anchem's source of value for equity ownership 
is found in the balance sheet. 

Appendix I contains a statement of cash flows for fiscal 1992 
which is summarized and compared to fiscal 1991 as follows: 

Net cash from (used): 
Operating aotivitiee 
Investing activities 
tinanc~ng aet~vit!e$ 

Net change in cash 

D2.l!J. Fl992 
(000) 

$l40 
3 

-<.i) 
$134 

$(203) 
34 

ill! 
$(182) 

Overall, there was a $182,000 decrease in cash during fiscal 
1992- This cash plus the higher and presumably samson-related 
payables were used to carry the (greater) Samson receivables and 
inventory. Included in the Statement in operating activities is 
a deduction of $128,300 of income - equity in affiliate, which is 
nearly offset by $107,700 affiliate distributions (under invest­
ing activities). 
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ANGELES CHEMICAL CC. 

Exhibit C 

Select~ Ratio An&lXJ!i 
fY1990·9~ 

Liquidity Ratios 

Cl.Jrreot 
(Current Asset~ divided by Cl.Jrr~t Liabilitiet) 

Quick 
(C,$h & Accounts Receivable divi~d by Current Liabllitie~) 

Uorktng Capital (SOOD) 

Sale;/Receivables 
(Sales divided by Accounts Re~eivable) 

$aleJ/Workin; Capital 
($lie' divided by Working capital) 

Cost of Goods Sold/lnventories 
(Cost of Good~ Sold divided by Inventories> 

Covtrage- Ratio~ 

Oil/Interest 
(f~r~ing~ before lnt•rest & Tax dividfd by lnt~rtst Expens&) 

Cash Flo~/"aturity LTD 
(N~t Ineome • Oepreelatl~ Expe~e$ 
divided by Current Portion of Long-Term Debt) 

f>ebt;Uorth 
(Total Liabilitie~ Qivided by Net ~rth) 

Long~r•rm Liabiliti~/Uorth 
(lfabilfties oVer nne year divided by Net Worth) 

Optratins Ratios 

Total AGaet Turnover 
(Sale& divided by Averave Total Assets) 

Return on Equity 
(Nwt InCome divided by Average Stockhald.r$ 1 Equity) 

Roturn on A$Set& 
(Not lneo.e divldtd b1 Averag• A6s~ts) 

N.A. ~Not applicablf 
Neg. ~ Negati¥t c~lcutatlon 
NOM. ~ Nomfnal 

ff 4/30: .1m lf!Q 

2.05 2.60 2.37 

1.30 1.64 1.59 

1474 1503 1344 

5.25 7.47 6.1!6 

5.5 s.~ 6.0 

7.0 a. 1 10.0 

"""'· Neg. 

1.13 Neg. 

0.80 O.S4 0.56 

"""'· Nom. 

2."P,; ~.89 2.79 

NQIII. (2.0%) (12.5%) 

(8.2%) 
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IV. VALUATION 

In arriving at a minority interest· fair market value determina­
tion for Anchem, Bramstedt & Associates has considered the 
relevant factors set forth in Revenue Ruling 59-60 with regard to 
the valuation of closely held companies and in the Department of 
Labor's (DOL) proposed regulations on "Adequate consideration" as 
they relate to the valuation of securities for Employee Stock 
Ownership Plan purposes. The following comments represent our 
findings with regard to those specific factors outlined in Reve­
nue Ruling 59-60 and the DOL's proposed regulations on "Adequate 
Consideration" as they pertain to the valuation of Anchem. The 
following references to Revenue Ruling 59-60 implicitly include 
the DOL's proposed regulations. 

Book Value 

Revenue Ruling 59-60 states that the appraiser should consider 
book value when valuing a closely held company. Anchem's stated 
book value was $1,760,207 or $32.56 a share as of April 30, 1992. 

Normally, book value or adjusted book value is not afforded much 
weight or consideration in the valuation of an operating company 
such as Anchem. Such type companies are normally valued on 
earnings and/or cash flow capacity. Because of depressed operat­
ing results, the appraiser chose to use book value as fair market 
value for ESOP purposes as of April 30, 1987 and has used it as a 
valuation reference since fiscal 1988. 

Divideng History. Capacity and Probability 

Revenue Ruling 59-60 suggests that the appraiser consider divi­
dends and dividend paying capacity in valuing closely held 
securities. 

The Company has not paid any dividends on its common stock and 
has no intention of changing this policy at this time. This 
policy is quite appropriate for a small, private company which is 
owned by shareholders who neither rely upon nor expect dividend 
income. 

Normally, earnings reinvested in the growth of a company can 
be expected to earn at a greater return than dividend income 
invested in other investment opportunities with similar risks 
and prospects. Consequently, shareholders will ultimately 
benefit from the current policy to reinvest earnings in the 
Company's growth rather than to pay cash dividends. 

The capacity to declare and pay cash dividends is a positive 
consideration. The decision not to pay dividends is not a 
negative consideration. 

-16-
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comparable Companies--pyblicly Traded 

Revenue Ruling 59-60 suggests that the appraiser consider the 
market price of stocks of corporations engaged in the same or a 
similar line of business having their stock actively traded in a 
free and open market or over the counter. Bramstedt & Associates 
has made an exhaustive search for comparable public companies 
which can be deemed to be similar to Anchem. No single company 
proved to be a worthy publicly traded comparable. Public compa­
nies are generally much larger and more diverse both geogra­
phically and in business operations. 

In previous valuation studies, the appraiser has broadly refer­
enced the capitalization ratios of Univar (NYSE), the largest, 
u.s. chemical distributor. Because of the continuing reliance on 
a modified book value/Working capital methodology for Anchem, the 
appraiser now feels that this peripheral reference is no longer 
valid or useful. 

Cash Flow and Earnings Capacity 

Earlier ESOP valuations by Charles Stark, PC, appears to rely on 
conclusions derived from capitalizing five-year average of net 
income, aftertax cash flow and pretax available cash flow, among 
other methods. Aftertax cash flow is net income plus deprecia­
tion. Available cash flow before taxes is pretax income plus 
profit sharejESOP contribution plus depreciation. Depreciation 
in fiscal 1991 and 1992 was $151,000 and $74,000 respectively. 
Anchem's earnings and cash flow as just defined for fiscal 1992, 
1991 and 1990 are shown below: 

Cash Flow 
Period Net Ineome Axiilable After TAX 

Fl992 $ 5,000 s 9a,ooo s 79,000 
Fl99l (36,000) 131,120 115,000 
Fl990 (239,000) (31,000) (45,000) 

Notet Fi9u~as have been rounded. 

Because of the erosion of the Company's earning and cash generat­
ing power, the application of the stark methodology is not being 
used. 

valuation 

Because of insufficient demonstrable earning power and thin cash 
flow prospects, Bramstedt & Associates and the appraiser once 
again must look to the balance sheet for valuation purposes as in 
fiscal 1991 when we employed an adjusted or modified book value 
approach. 

Generally, capitalization of income and cash flow streams is the 
appropriate methodology for determining the equity fair market 
value of an operating company such as Anchem. The decision to 

-17-
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'utilize adjusted book value and workinq capital is based on the 
factors discussed and the appraiser's experience and knowledge in 
deriving equity values of closely held companies. 

At April JO, 1992, Anchem's stated book value was $1,760,207 and 
working capital was $1,473,581. Since Anchem has no long-term 
debt, this working capital basically accrues to the equity 
holders. {Cash and cash equivalents and receivables alone total 
$1.83 million. Following the valuation methodology used in 
recent valuation studies and using a 7.5% asset liquidation dis­
count and a 10% discount for restricted marketability produces an 
indicated fair market value of $1,465,372, or almost equal to 
working capital. 

Agjuatld Book Value Method 
Angeles ctt~miqal co. 

April 30, 1992 

stated uook value 
~eee Liquidation Discount (7.5') 

Subtotal 
Leos Marketability Oiscount (10~) 

Indie~ted Fair Market Value 

Working Capital 

$1,760,207 
132 I 015 

1,628,191 
162~819 

$l I 465 I 372 

$1.473~ 5Sl 

Since the product of the adjusted book value methodology effec­
tively accords no value to the Company's fixed assets and to 
business goodwill as a going conce~n, the appraise~ believes this 
methodology understates the fair market value of the equity 
ownership of Anchem. 

In order to incorporate the economic worth of fixed assets and 
goodwill, Bramstedt & Associates has marked up the company's 
working capital of ~11,473,578 by 10% or $147,358 to produce an 
indicated fair market value (FMV) for ESOP purposes of the equity 
ownership of Anchem as of April 30, 1992 of $1,621,000 or $30.00 
a share (rounded) on 54,065 shares outstanding. This working 
capital premium is consistent with that of the three prior years 
and the FMV is 92% of book value and 20% of sales (see page 2). 

As of the ESOP plan year which began May 1, 1987, the ESOP 
Administration Committee changed its policy on paying terminating 
plan participants in a lump sum to paying participants terminated 
for reasons other than retirement at age 65 in five annual cash 
pay-outs commencing on the first anniversary of termination. 
Terminated plan participants sell 20% of their stock in each of 
five years at the fair market value applicable for each year. 
Accordingly, the above derived value reflects a discount of 10% 
or the same as applied at April 30, 1991. This marketability 
discount conceptually reflects the time value of money under the 
deferred pay-out program now in effect. 

-18-
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Recent Stogk Sala and Valuation 

Revenue Ruling 59-60 suggests that arm's-length sales to knowl­
edgeable unrelated third parties in the recent past would be a 
basis for valuation. 

There have been no such recent transactions. 

-19-
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V. CONCLUSIONS 

Based on our experience and general knowledge in determining the 
value of closely held companies and upon the consideration of all 
factors previously discussed, Bramstedt & Associates is of the 
opinion that the fair market value of the outstanding common 
stock of Angeles Chemical Co. for ESOT purposes is $1,621,000 or 
$30.00 per share as of April 30 1 1992 on 54 1 065 Class A and B 
shares outstanding. This valuation is based on an adjusted or 
modified book value approach. 

Specific positive factors concerning Anchem were its still solid 
and long-term debt free balance sheet; continued sales, opera­
tional and environmental stabilization; a break-even year in , 
fiscal 1992 after three loss years; and profit and other benefits 
from the Saramco affiliation. 

Unfavorable factors were a SO% sales drop in a decade; no visi­
bility for real earnings generation; negative or nominal returns 
on capital and equity; the hostile operating environment for 
small chemical processors in heavily populated urban areas such 
as Los Angeles; and the Southern California recession. 

It is important to point out that this evaluation is specifically 
intended to establish a per-share fair market value for shares to 
be issued or sold to the ESOT. This report does not specifically 
address the evaluation of the Company as an entity. The value of 
the Company as a whole, with the attendant rights to control the 
direction and growth of the Company, to influence or control 
compensation and dividends, to chanqe the manaqement, to acquire 
other companies and/or business operations, to buy companies or 
new product lines, or to sell or merge the Company, may be 
greater than the total value implied by this evaluation. 

On the other hand, the value of minority interest shares held 
outside of an ESOT would probably be less than the value deter­
mined in this report. An ESOT with a "put" option obligating the 
Trust to repurchase the shares held by participants provides a 
valid market for such stock. Minority interest shares held 
outside of the ESOT would by necessity be discounted by more than 
10% taken here for their greater inherent lack of marketability. 

This valuation is as of April 30, l99a; and, since it is based 
upon recent financial statements, it should be valid for the near 
future. However, it is imperative to recognize that the dynamics 
of the industries served and general economic conditions can 
change and invalidate this evaluation. Federal regulations 
require that the Company's common stock be reevaluated at least 
annually for ESOT purposes. 

-20-
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ARCHER, BULMAHN & CO. 
626 SOUTH LA1Ql AVENUE 

PASADENA, CALIFORNIA 91106 

TO THE BOARD OF DIRECTORS 
ANGELES CHEMICAL COMPANY, INCORPORATED 

WE HAVE COMPILED THE ACCOMPANYING BALANCE SHEET OF ANGELES 
CHEMICAL COMPANY, INCORPORATED AS OF APRIL 30, 1992 AND THE · 
RELATED STATEMENTS OF INCOME AND CASH FLOWS FOR THE YE;AR THEN 
ENDED, IN ACCORDANCE WITH STANDARDS ESTABLISHED BY THE AMERICAN 
INSTITUTE OF CERTIFIED PUBLIC ACCOUNTANTS, 

A COMPILATION IS LIMITED TO PRESENTING IN THE FORM OF 
FINANCIAL STATEMENTS INFORMATION THAT IS THE REPRESENTATION OF 
MANAGEMENT. WE HAVE NOT AUDITED OR PERFORMED A REVIEW SERVICE ON 
THE ACCOMPANYING FINANCIAL STATEMENTS, AND ACCORDINGLY, DO NOT 
EXPRESS AN OPINION OR ANY OTHER FORM OF ASSURANCE ON THEM. 

MANAGEMENT HAS ELECTED TO OMIT SUBSTANTIALLY ALL OF THE 
DISCLOSURES REQUIRED BY GENERALLY ACCEPTED ACCOUNTING PRINCIPLES. 
IF THE OMITTED DISCLOSURES WERE INCLUDED IN THE FINANCIAL 
STATEMENTS, THEY MIGHT INFLUENCE THE USER'S CONCLUSIONS ABOUT THE 
COMPANY'S FINANCIAL POSITION, RESULTS OF OPERATIONS, AND CASH 
FLOWS. ACCORDINGLY, THESE FINANCIAL STATEMENTS ARE NOT DESIGNED 
FOR THOSE WHO ARE NOT INFORMED ABOUT SUCH MATTERS. 

CERTIFIED PUBLIC ACCOUNTANTS 

NOVEMBER 6, 1992 
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ANGELES CHEMIC~L COM~ANY, INCORPORATED 

B~CE SHEET 
UlmUD:tTED 

~l'RIL 30, 1992 

A S S E T s 

CURRENT ASSETS 
PETTY CASH 
CASH IN BANK 
CASH IN BANK - PAYROLL 
CASH IN BANK -BORTZ 
CASH IN MONEY MARKET 
ACCOUNTS RECEIVABLE 
ALLOW. FOR DOUBTFUL ACCTS. 

NET ACCOUNTS RECEIVABLE 
ACCTS. REC. - STALLION 
ACCTS. REC. - OTHER NON-OPERATING 
ACCTS. REC. - SAMSON 
EMPLOYEE ADVANCES 
INVENTORY - CHEMICALS 
INVENTORY -PACKAGING 
INVENTORY -PKG.-BORTZ 
INVENTORY -GASOLINE 
PREPAID INTEREST 
PREPAID PROPERTY TAX 
PREPAID INSURANCE 
PREPAID AUTO INSURANCE 
PREPAID CONSULTANTS FEES 
PREPAID OTHER 
PREPAID EXCISE TAX -FUEL 

TOTAL CURRENT ASSETS 

FIXED ASSETS 
OFFICE TRAILER 
TRUCKS & AUTOS 
TANKS & PLANT EQUIPMENT 
FURNITURE & FIXTURES 
PLANT 

·DRUMS 

TOTAL FIXED ASSETS 

LESS: ACCUMULATED DEPRECIATION 

NET FIXED ASSETS 

OTHER ASSETS 
INVESTMENT IN SAMSON 

TOTAL OTHER ASSETS 

TOTAL ASSETS 

1,030,926.26 
(20' 257 .15) 

99,567.42 
219,335.36 
723,270.88 
214,708.06 
354,662.97 
136,040.56 

1,747,585.25 

(1,493,260.48) 

32,303.53 

$ 5,254.02 
(173,966.13) 

(8,373.22) 
458,206.13 
11,457.32 

1,010,669.11 
112,553.95 

46,829.88 
364,003.57 

3' 817.32 
527,492.67 

67,523.54 
276,338.73 

3,343.39 
2,187.64 
1,557.37 

140,996.25 
475.00 

3,300.00 
14,758.85 

6,220.00 

2,874,645.39 

254,324.77 

32,303.53 

$ 3,161,273.69 

SEE ~CCOUNTAN'l'S' COMPILATJ:OH REPORT 
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ANGELES CHEMICAL COMPANY, INCORPORATED 
BlU:oANCE SHEET 

UNAUDITED 
APRIL 30, 1992 

LIABILITIES AND STOCKHOLDERS' EQUITY 

CURRENT LIABILITIES 
NOTES PAYABLE 
ACCOUNTS PAYABLE 

$ 69,856.16 

OTHER ACCRUED LIABILITIES 
ACCRUED TANK TESTING 
ACCRUED PAYROLL 
ACCRUED COMMISSIONS 
ACCRUED WORKMANS COMP.INS. 
SUI PAYABLE 
FUTA PAYABLE 
SALES TAX PAYABLE 
CALIF. FRANCHISE TAX PAYABLE 
DRUM DEPOSITS 

TOTAL CURRENT LIABILITIES 

LONG-TERM LIABILITIES 

TOTAL LIABILITIES 

STOCKHOLDERS' EQUITY 
COMMON STOCK - $.10 PAR VALUE, 

1,000,000 SHS. AUTHORIZED, 
54,065 SHS. ISSUED & OUTSTANDING 

PAID IN CAPITAL 

1,220,178.86 
7,254.92 

12,016.08 
18,055.22 
5,604.51 

0.03 
2,422.18 

910.42 
3,240.55 
1,528.00 

60,000.00 

RETAINED EARNINGS - BEGINNING 
NET INCOME OR (LOSS) 

$ 1,643,803.35 
5,273.11 

RETAINED EARNINGS 

TOTAL STOCKHOLDERS' EQUITY 

1,401,066.93 

1,401,066.93 

5,406.50 
105,723.80 

1,649,076.46 

1,760,206.76 

TOTAL LIABILITIES 'AND STOCKHOLDERS' EQUITY $ 3,161,273.69 
==~===;:;;;;;::;::;:;=;;;:;;;:;:;; 

SEE ACCOUNTANTS• COMPILATION REPORT 
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ANGELES C!tEMlCAL COMPANY, INCORPO:R.ATED 

STATEMENT OF INCOME 
tiNAUlll'rl:D 

FOR THE TWELVE MONTHS ENDED APRIL 30, 1992 

XEAR TO DATE 

'SALES $ 8,050,881.29 
COST OF SALES 6,104,885.87 

--------------GROSS PROFIT 1,945,995.42 

--------------OPERATING EXPENSES 
ADMINISTRATIVE SALARIES 105,627.39 
OFFICE WAGES 88,237.66 
SALES WAGES 59,694.80 
DIRECT WAGES 165,830.44 
INDIRECT WAGES 32,129.24 
PAYROLL TAXES 44,150.49 
WORKMANS COMP. INSURANCE 68,296.75 
GROUP INSURANCE 93 I 01!i. 01 
OUTSIDE LABOR 219,174.51 
ADVERTISING 16,692.97 
AUTO & TRAVEL 43,574.49 
BAD DEBTS 12,000.00 
COMPUTER EXPENSE 10,124.63 
DONATIONS 250.00 
DRUM MAINTENANCE 106,868.10 
DUES & SUBSCRIPTIONS 11,041.71 
SEMINARS AND MEETINGS 2,841.42 
EMPLOYEE WELFARE 11' 389.04 
EQUIPMENT RENTAL 2,436.74 
FREIGHT-IN 64,275.50 
FREIGHT OUT 40,971.96 
CASUALTY INSURANCE 79.981.93 
LAB EXPENSE 854.32 
OFFICE SUPPLIES 20,133.94 
PRINTING PREP. EXPENSE 14,580.33 
PLANT EXPENSE 82,463.07 
POSTAGE 6. 681.60 
PROFESSIONAL SERVICES 59,082.57 
PROFIT SliARING EXP.ENSE 15,662.94 
RENT 137,400.00 
REPAIRS & MAINTENANCE 36,390.33 
SALES PROM. TRAVEL 12,921.69 
BUSINESS PROMOTION 27,837.23 
TANK TESTING EXPENSE 14,400.00 
TAXES & LICENSES 33,031.36 
TELEPHONE 27,104.87 
TRUCK EXPENSE 145,600.53 
UTILITIES 18,207.91 
COMMISSIONS -BORTZ 102,847.22 
DEPRECIATION 73,730.56 

--------------TOTAL OPERATING EXPENSES $ 2,107,536.25 

--------------
SEE ACCOUNTANTS' COMPILATION REPORT 

% 

100.00 
75.83 -------
24.17 -------
1. 3l 
1.10 
0.74 
2.06 
0.40 
o.ss 
0.85 
1.16 
2. 72 
0.21 
0.54 
0.15 
0.13 
o.oo 
1.33 
0.14 
0.04 
0.14 
0.03 
o.8o 
0.51 
0.99 
0.01 
0.25 
0.18 
1.02 
0.08 
0.73 
0.19 
1.71 
0.45 
0.16 
0.35 
0.18 
0.41 
0.34 
1.81 
0.23 
1.28 
0. 9;! -------

26.18 
-------

BR000259 



'. ,1.:. 

) 

ANGELES CHEMICAL COMPANY, INCORPORATED 
STATEMENT OF INCOME 

UNAIJDITED 
FOR TBE TWELVE MONTHS ENDED APRIL 30 1 1992 

OPERATING LOSS 

OTHER INCOME OR (EXPENSE) 
DISCOUNTS EARNED 
DEMURRAGE 
INTEREST INCOME 
INCOME SPLIT-SAMSON 
SALARY REIMBURSEMENT 
MISCELLANEOUS INCOME 
PAILS 
TERMINALING CHARGES 
INTEREST EXPENSE 

TOTAL OTHER INCOME (EXPENSE) 

INCOME BEFORE INCOME TAXES 

PROVISION FOR INCOME TAXES 

NET INCOME 

YEAR TO PATE 

$ (161,540.83) 

--------------
1,132.49 

50.00 
12,836.46 

128,333.82 
1,044.45. 
1,508.87 

742.14 
31,535.29 
(8,041.58) 

--------------
169,141.94 

--------------
7' 601.11 

(2,328.00) 

--------------
$ 5,273.11 
::::l:==~===liiiiiliiiii=;;;liiiiilii:ii:i:;;:: 

SEE ACCOUNTANTS' COMPILATION REPORT 

% 

(2.01) -------
o.o1 
o.oo 
0.16 
1.59 
0.01 
0.02 
0.01. 
0.39 

(0.10) -------
2.10 -------
0.09 

(0.03) -------
0.07 

m==:::::e==:-;; 
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ANGELES CHEMICAL COMPANY, INCORPORATED 
STATEMENT OF INCOME DETAIL 

UNAUDITED 
FOR THE TWELVE MONTHS ENDED APRIL 30, 1992 

SOLVENTS -SALES 
RETURNS & ALLOWANCES 

TOTAL SALES 
COST OF SALES 

GROSS PROFIT 

PACKAGING -SALES 
RETURNS & ALLOWANCES 

TOTAL SALES 
COST OF SALES 

GROSS PROFIT 

BORTZ -SALES 
RETURNS & ALLOWANCES 
SALES DISCOUNTS 

TOTAL SALES 
COST OF SALES 

GROSS PROFIT 

TOTAL GROSS PROFIT 

YEAR TO DATE 

$ 3,992,473.54 
(334-02) 

3,992,139.52 
3,321,252.79 

670,886.73 

1,115,989.95 
(7,393.65) 

1,108,596.30 
855,830.89 

252,765.41 

2,964,831.64 
(12,858.68) 
(1,827.49) 

2,950,145.47 
1,890,342.32 

1,059,803.15 

$ 1,945,995.42 

SEE ACCOUNTANTS' COMPXLATION REPORT 

100.01 
(0.01) 

100.00 
83.19 

16.81 

100.67 
(0.67) 

100.00 
77.20 

22.80 

100.50 
(0.44) 
( 0. 06) 

100.00 
64.08 

35.92 

24.17 
==== 
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ANGELES CHEMICAL COMPAl!IY, INCORPORATED 
ST~TE~NT OF CASH FLOWS 

UHAUt:IITED 
FOR THE TWELVE MONTHS ENOED APRIL 30, 1992 

CASH PLOWS FROM OPERATING ACTIVITIES: 

NET INCOME 

ADJUSTMENTS TO RECONCILE NET INCOME TO 
. NET CASH FLOWS FROM OPERATING ACTIVITIES: 

DEPRECIATION $ 
EQUITY IN INCOME OF AFFILIATE 
CHANGE IN ASSETS AND LIABILITIES 

INCREASE IN ACCOUNTS RECEIVABLE 
INCREASE IN INVENTORY 
INCREASE IN PREPAID EXPENSES 
INCREASE IN DRUMS INVENTORY 

. INCREASE IN ACCOUNTS PAYABLE 
DECREASE IN ACCRUED EXPENSES 
INCREASE IN CUSTOMER DEPOSITS 
INCREASE IN INCOME TAXES PAYABLE 

TOTAL ADJUSTMENTS 

NET CASH USED BY OPERATING ACTIVITIES 

CASH FLOWS FROM INVESTING ACTIVITIES: 

LOANS ADVANCED 
COLLECTION OF LOAN ADVANCES 
CAPITAL EXPENDITURES 
DISTRIBUTIONS FROM AFFILIATE 

73,730.56 
(128,333.82) 

(444,656.70) 
(136,397.99) 

(9' 448. 81) 
(31,892.56) 
471,003.18 

(8, 110.07) 
3,793.86 
1,528.00 

(158,0:34.42) 
131,912.00 
(47 ,325.25) 
107,715.09 

NET CASH PROVIDED BY INVESTING ACTIVITIES 

CASH FLOWS FROM FINANCING ACTIVITIES; 

PRINCIPAL PAYMENTS ON LOANS (12 ,873 .22) 

NET CASH USED BY FINANCING ACTIVITIES 

ln!:T DECREASE IN CASH 

CASH AT BEGINNING OF PERIOD 

CASH AT END OF PERIOD 

SEE ACCOUNTANTS' COMPILATION ll.EPORT 

$ 5,273.11 

(208, 784. 35) 

(203,511.24) 

34,267.42 

(12,873.22) 
--------------

(182, 117. 04) 

474,695.16 

--------------
$ 292,578.12 
===-========;;;;; 
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BRAMST~DT 

and A:ssocltHe:s lnc;:orpori!lt~d 

Financial Consulting 

B~,~siraess Valuations 

r'"il'lanc;i.f.ll Analysis 

Qualifications of 
Bramstedt • Associates, Inc. 

Eric M. Bramstedt, CFA, has over 30 years experience in the field 
of financial analysis, equity evaluations, securities analysis and 
investment banking. From 1967 to 1977 Mr. Bramstedt was a senior 
.security analyst and officer of two San Francisco based institution­
al research firms. He has prepared well over 300 business 
valuations on closely held companies for merger and acquisition, 
gift and estate taxes, Employee Stock Ownership Plans (ESOPs), 
incentive stock option plans and others. These valuations have 
covered a broad industry scope of closely held and public companies 
including several Fortune 1000 listings. ~r. 8ramstedt possesses 
in-depth knowledge of ESOP functions and valuation through twelve 
years of extensive experience with three leading ESOP design and 
valuation firms--Menke & Associates, Kelso & co. and Houlihan, 
Lokey, Howard & Zukin. This experience includes work for an 
employee coalition's proposed ESOP buy-out of Eastern Airlines. 

Mr. 8ramstedt is an industry specialist in transportation, 
particularly trucking. As such, he has investigated the operations 
and appraised the business values of several hundred motor carriers, 
many of which are located in California. Clients have included 
major domestic and international transportation companies for 
acquisition and investment banking and other applications. 
Mr. Bramstedt is Director of the PCTB Consulting Group, a division 
of the Pacific Coast Tariff Bureau of San Francisco. As such, he 
is editor of CAL-TIPS, an annual operating and financial study of 
the California less-than-trucKload business. 

Mr. Bramstedt is a Chartered Financial Analyst (CFA) and a member 
of the Institute of Chartered Financial Analysts, the Association 
for Investment Management and Research, the Transportation Research 
Forum, the Valuation Roundtable of San Francisco, and the Pacific 
Coast Accounting and Finance Council. He holds a Bachelor's Degree 
in Economics from Stanford University. He has written articles for 
industry periodicals and made public speaking appearances on 
transportation topics. Mr. Bramstedt has appeared as an expert 
witness before the California Public Utilities Commission and in 
civil court on matters of economic damages. 

240:..!: Vista Oel Mar U.ne 11bl..lron. CA. 94920-1208 T~l415-435-94.58 fax 41~3~~ 

114 5atiSOme St.. suite 608 sar1 rrandsw. (".A. 94-l04-3ata Tel •U5·;562·99oo tax 415-.:562-6492 

BR000264 



••••• 
Mr. Eric Bramstedt 
Sansome Street Appraiser~;~, lnc. 
114 sansome St. Suite 808 
San Francisco, CA 94104 

Dear Mr. Bramlltedt• 

November 11, 1992 

Enclosed is Angeles' financial statements for the year ended April 30, 1992 !or your 
use in appraising the stock value. 

Should you have any questions or need further detail, please let me know. 

S~ely, 

/~/I~ 
Tim Mahoney 
Controller 

18111.11 .I.IUL IL.I.L 
891 !5 Sorensen Aver~ue • P.O. Bux 216~ • Sant• ,.. Sprlngii, California 90670 

Tolephooo (213) 945·3911 • (213) 685·438$ (L.A.) • 111•1 521-761$0 
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Valuation 

Because of insufficient demonstrable earning power and thin cash 
flow prospects, Bramstedt & Associates and the appraiser once 

/
again must look to the balance sheet for valuation purposes as in 
fiscal 199~ when we employed an adjuste~~-~a~~/~~roach. 

Generally, capitalization of income and cash ~~ams is the 
appropriate methodology for determining the equity fair market 
value of an operating company such as Anchem. The decision to 
utilize adjusted book value is based on the factors discussed and 
the appraiser's experience and knowledge in deriving equity 
values of closely held companies. ~/~7 

--,.,_, .t.(. w?" ,~.,.,<II ~ . 
At April 30, 19~, Anchem/B stated'book value was $a,754 1 Sa~ and 
working capital was ~.s~ooo. since Anchem has no long-term 
debt, this working capital basically accrues to the equity 
holders. (Cash and cash equivalents and receivables alone total 
$1.54 million. Following the valuat~· methodologl used in~'?.!'~. 
recent valuation studies and using a asset Ilqu dation di -
count, and a 10% discount for restric ed marketability, produces 
an indicated .fair market value of $!,SQQ 1 4ia, or equal to working 
capital. ~ ¥ t:,J: ~'"LJ 

1\djyl'ted JIQ!2k Value Method . 
Aggelee ehemieal co.~ '• / 

Apdl 30, 1921 ..,_. I' ? 7( ..... ";J..0"'7 
stated Book Value .,, $1'i> '11 7U 1 U4 

Less Liquidation Discount j.5ll") !!! .:'1!!1!2 /J.., ot;j 

Subtotal 
Lese Marketability Discount (10') 

Indicated Fair Market Value 

Since the product of the adjusted book value methodology effec­
·tively accords no value to the Company's fixed assets and to 
business goodwill as a going concern, the appraiser believes this 
methodology understates the fair market value of the equity 
ownership of Anchem. 1J. /1-_~ 

i- "-· ... :z..., s:;~g P...,. 1~ """' J""T6 ~, <>¢0 
In order to incorporate the economic worth o r~ad a sets and 
goodwill, sramstedt & Associates has marked~ the c pany•s 
working capital of '!i!llp~ by 10% or $li 00 to roduee an 
indicated fair market valu or ESOP purposes of the equity .. 
ownership of Anohem as of April· 30, 199J;'I6f , 1 0 or $38o6G 3.G>;~.>;> 
a share (rounded) on 54,065 shares outstanding. This working 
capital premium is consistent with th,a~ o~ the ,.,three prior years 
I==• pase Ill·~~/-/~-!&.;.," 9:J-Y.-(~~..,_.j7::Ja'1~.::./~~f=<."-' 

F P''"' ?...) 
As of the ESOP plan year which.began May 1, 1987, the ESOP ·-" 
Administration Committee changed its policy on paying terminating 
plan participants in a lump sum to paying participants terminated 
for reasons other than retirement at age 65 in five annual cash 
pay-outs commencing on the first anniversary of termination. 
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(At~ J6'.t-!1.91JIJ 
.)il.., pt? u.t-G.m 

September 14, 1992 

Mr. Tim Mahoney 
Angeles Chemical co. 
P.O. Box 2163 
Santa Fe Springs, California 90670 

Dear Tbu 

I am writing about Anchem•s fiscal 1992 ESOP valuation. 

j According to my records, the fee qUoted for this valuation was 
$2,750 assuming no complications, such as with saramco, and no 
field vidt. 

When do you expect to have your accountant's year-end statements? 
Also, is John going on vacation this fall? 

May I hear from you at your earliest convenience. 

Sincerely, .. ~ 
1 

£:...:,~ 
Eric M. aramstedt 

EMB:ew 
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Mr. Eric Bramstedt November 25, 1992 
Bramstedt and Associates Incorporated 
114 Sansome St., Suite 808 
San Francisco, CA 94104-3818 

Dear Mr. Bramstedt, 

Enclosed is the financial statements for the year ended April 30, 1992 prepared as if 
Samson was a part of Angeles and a fee pald to Saramco. For example, the revenue 
or the freight expense belonging to Samson and not included in the CPA's compiled 
report is included in the enclosed report. The income split reflected as income in the 
CPA's report is included as an expense in the consolidated. 

If you have any questions about this report, please let me know. 

Sincerely, 

......- ~ ~-,#'!. 
Tim Mahoney 
Controller 

I.HUI 11-IIILIL.I.L 
8915 Sor.ns-n Avenue • P.O. 8ow 2163 • Sitnta Fe Sprlnti,C~IItomla 90670 

Tolophono (213)945·3911 • (213)6l5-43S5 (I...A.)• (714) 521·7660 
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l'"lr11lll(ii.ll (:()tl~Ulti11!1 

!\11~inCSS V.J.Iuati<,riS 

finanr.:i~l Altolllysi:s 

CONFIDENTIAL 

Employee stock ownership Plan 
Administrative committee 

Angeles Chemical co. 
P.O. Box 2163 
Santa Fe Springs, California 90670 

Attn: Mr. John Locke 

Gentlemen: 

November 18, 1991 

You have requested we establish the fair market value of the 
common stock of Angeles Chemical co. for Employee stock ownership 
Trust (ESOT) purposes as of April 30, 1991. 

our evaluation places a fair market value of $1,653 1 300 on the 
common stock of Angeles Chemical co. as of April 30, 1991. Based 
on 54,065 A and B common shares outstanding, the value per share 
is $30.60. This evaluation is derived from adjusted book value 
and is discounted for restricted marketability. The valuation 
conclusion was transmitted orally to John Locke on November 14, 
1991. 

The valuation report was prepared by Bramstedt & Associates, Inc. 
as a subcontractor to Sansome Street Appraisers, Inc. 

Earnings 
climate. 
stock be 

EMB:ew 
enclosure 

prospects can change, as can the general economic 
Federal regulations require that the Company's common 

reevaluated at least annually for ESOT purposes. 

very truly yours, 

BRAMSTEDT & ASSOCIATES, INi· 

c;...:._ t?n. r:E. .. 1;JI 
Eric M. Bramstedt, CFA 
President 

2402 Vista 0<1 Mar U'"e Tiburon, CA 94920.1206 Tel 415-435-94J6 fM 41).4~5-9438 

I 14 S*n:!iOme St., Suite 808 San FranCISCO, C.A 941 04·36 t S Tel 4 1 !).~&'l-9000 l'"aA 41 &.-36l-649l 
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I. INTRODUCTION 

Angeles Chemical co. ("Anchem" or the "Company") has requested 
Bramstedt & Associates, Inc. render its opinion as to the fair 
market value of the company's common stock in connection with 
transactions involving the Company's Employee Stock ownership 
Trust (ESOT) . This valuation is based on financial data provided 
us for the five fiscal years ended April 30, 1991 and is derived 
from an adjusted book value methodology. 

In that regard, Bramstedt & Associates places a fair market value 
of $1,653,300 or $30.60 per share on the common stock of Anchem 
as of April 30, 1991 based on 54,065 A and B shares outstanding. 

Anchem is a closely held corporation with no present market for 
its common stock. It is a regional Southern California liquid 
chemical distributor whose products are primarily used in indus­
trial and commercial coating applications. Sales in fiscal 1990 
and 1991 have stabilized at $8 million after falling over 50% 
from a peak of $16,8 million in fiscal 1982. The company nearly 
broke even in fiscal 1991 after recording comparatively small 
losses in fiscal years 1990 and 1989, the first deficits in its 
19-year history. A recent joint venture agreement with a former 
competitor, ~amson Chemical Co., may allow Anchem to return to 
profitability on higher sales in fiscal 1992. Potential soil and 
underground water contamination problems at Anchem•s plant two 
years ago have turned out not to be serious and should not 
require significant remedial and other costs. Anchem has a 
liquid, debt-free balance sheet. 

Like all chemical processors, however, Anchem and its customers 
are facing significant environmental regulations in the Los 
Angeles Basis that have seriously affected Anchem's business base 
and longer term prospects. 

scope of the valuation study 

The purpose of this valuation study is to determine the fair 
market value of a minority interest in the common stock of Anchem 
as of April 30, 1991 for transactions involving the company's 
Employee Stock Ownership Trust. 

In performing this valuation study, a variety of data and assump­
tions was used. The financial information on past performance 
was gathered from the financial statements of Anchem as prepared 
by its accounting firm for the past five fiscal years. We have 
included in Appendix I a copy of Anchem's most recent financial 
statement, for the fiscal year ended April 30, 1991. 

Projections of expected future financial performance through 
fiscal 1992 were provided by management. The appraiser has 
visited the Company's facilities in santa Fe Springs, California, 
most recently in June 1990. Interviews were held with members of 
management and with certain outside sources with regard to the 
chemical distribution industry generally and specifically about 
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several important environmental/regulatory issues facing the 
Company. 

In ascertaining the value of the Company, published data on 
publicly traded companies ware utilized in an effort to find 
comparable companies. There were no companies which were found 
to be directly comparable. 

Erior ESOP ValuatiQns and Reports 

Anchem's ESOP was established during fiscal year 1984 as a 
conversion from a profit sharing plan. ESOP valuations for 
Anchem since fiscal 1987 have been prepared by Menke & Associ­
ates, Inc. and Bramstedt & Associates, Inc. Bramstedt & Associ­
ates' valuation report for April 30, 1990 is dated October 1990. 
All these reports are herein incorporated by reference and 
contain a description of the chemical distribution industry; 
Anchem's history, operating description and management; and the 
valuation methodologies employed. 

The table below illustrates the aggregate ESOP (minority inter­
est) values relative to certain financial criteria for tiscal 
years 1987-91: 

~ 

4/30/91 
4/30/90 
4/30/89 
4/30/88 
4/30/87 

Limitations 

Aggregate 
ESOP Value 

$1,653,300 
1,527,885 
1,635,995 
1,730,000 
2,122,604 

ESOP Valuation Summar~ 
Fl9S7-l9!!1 

Per Pe~cen1: of 
~ .1lJWn AIIRiil Ba~~.!.t~ 

$30.60 20-8' 61.2' "' 28.25 18.8 54.7 85 
30.25 18.2 53.9 81 
32.00 18.3 56.5 81 
39.25 20-2 6S.O 100 

of tnis Va;tuat!on 

IJa!!il 
Groas Working 
l!!:ll:fU; cae!tal 

0-83X l.lOX 
o. 79 1.14 
0.79 1.08 
0.72 1.15 
0.78 1-46 

ln preparing the valuation, Bram&tedt & Associates relied upon 
and assumed the accuracy and completeness of all financial, 
statistical and other information provided by Anchem. Bramstedt 
& Associates also considered information based upon other public­
ly available sources which it believes to be reliable, however 
Bramstedt & Associates and the appraiser do not guarantee the 
accuracy and completeness of such information and did not inde­
pendently verify the financial statements and other information. 
The appraiser is not aware of material omissions or understate-•. · 
ments which would affect values contained in this report. The 
fair market value arrived at herein represents the appraiser's 
considered opinion based upon the facts and information presented 
to him. No legal opinion is expressed by this report and its 
accompanying documents. 

This valuation report does not address matters requiring special 
expertise or knowledge not generally held by business appraisers. 

-2-
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As such, this report does not specifically address such issues as 
toxic contamination, hazardous waste, engineering and structural 
soundness, litigation and legal concerns, etc. 

This appraisal is intended for the purpose(s) stated herein. Any 
other application by the Company, its shareholders and others may 
not be appropriate. 

Neither the appraiser nor Bramstedt & Associates, Inc. has 
present financial interest in Anchem, and the fee for this 
valuation is not contingent upon the value(s) determined. 
qualifications of Bramstedt & Associates to undertake this 
tion are summarized in Appendix II. 

-3-
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II. VALUATION PROCESS 

The stock in this valuation has been evaluated based upon: 
(1) the pertinent principles, regulations and guidelines of the 
Internal Revenue Service and the Department of Labor; (2) analy­
sis of the Company's financial statements; (3) thorough discus­
sions with management; and (4) analysis of relevant industry 
conditions and other factors. 

Definit~ons 

The following terms will recur throughout the valuation and 
should be understood by the following definitions, except as 
otherwise noted: 

Fair Market Value -- The Internal Revenue Service bas 
defined "fair market value" in Revenue Ruling- 59-60, issued 
in March 1959, as: 

• ••• the p~iee at which the property would change hands between 
a willing buyer and a willing seller when the former is not 
under any compulsion to buy and the latter i• not under any 
compulsion to sell, both parties having reasonable knowledge 
of ralevant: facts. Court decisions fx-aquent:ly state, in 
addition, that: the hypothetical buyer and eallax- are assumed 
to be able, as well as willing, to trade and be well informed 
about the property and concerning the max-ket for such prop­
til:rty." 

This definition is widely accepted and used in courts of law 
and in tax literature and is the most widely used approach 
in valuing closely held securities. It is the basic defini­
tion upon which we have relied in determining the fair mar­
ket value of the Company's stock. Revenue Ruling 59-60 was 
issued for estate valuation purposes, but is not limited to 
that use. It serves as a guide in virtually all valuation 
situations requiring the determination of fair market value. 

Pretax and Pre-Contribution Earnings -- Pretax earnings 
refer to earnings or income before federal, state and local 
income taxes. Pre-contribution earnings refer to pretax 
earnings before discretionary employee benefit plan contri­
butions. 

~ -- Employee Stock Ownership Plan and ESOT -- Employee 
stock Ownership Trust refer essentially to the same entity 
and for purposes of this valuation can be considered inter­
changeable. 

IRS & DOL Guidelines 

In general, a company whose securities are traded in volume by 
informed persons in a free and active market has its fair market 
value determined continuously. The prices at which the securi­
ties of such a company trade are a reflection of the collective 
opinion of the investing public as to what the future prospects 
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of the company are at that point of time. However, when a stock 
is traded infrequently, or is traded in an erratic market, or is 
closely held, such as in the case of Anchem, some other measure 
of value must be found. 

The Internal Revenue Code of 1954, Section 203l(b), specifies 
that the value of stocks and securities of corporations not 
listed on an exchange or freely traded " ••• shall be determined by 
taking into consideration, in addition to all other factors, the 
value of stock or securities of corporations engaged in the same 
or a similar line of business which are listed on an exchange." 

Revenue Ruling 59-60, issued in March 1959 for estate valuation 
purposes and extended to include the determination of fair market 
value of closely held businesses for income and other tax purpo­
ses by Revenue Ruling 65-193, further develops a set of eight 
criteria which, while not all-inclusive, are fundamental to the 
appraisal of the fair market. value of closely held companies. 

The Department of Labor has issued proposed regulations on 
"Adequate consideration" which address valuation issues affecting 
Employee Stock Ownership Plans. These proposed regulations 
endorse Revenue Ruling 59-60 and set forth other .factors to .be 
considered in valuing securities for ESOT purposes. 

Consequently, this report has considered the following factors: 

History of the Company and Nature of Its Business 

Economic outlook in General and Condition and outlook of the 
Industry in Particular 

Book Value of the Stock and Financial condition of the 
Business 

Earnings Capacity of the Company 

Dividend Paying Capacity 

Whether or Not the Enterprise Has Goodwill or other Intangi­
ble Assets 

Sales of stock and size of the Block of stock to be Valued 

The Market Price of Stocks of Corporations Engaged in the 
Same or a Similar Line of Business Having Their stocks 
Actively Traded in a Free and Open Market or Over the 
Counter 

-5-
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The Effect of ESOP contributions on Fair Market Value 

Anchem•s ESOP was established in fiscal 1984, The Company made 
cash contributions of $13,900 in fiscal 1990 and $15,248 in 
fiscal 1991. 

The implementation of an Employee Stock OWnership Plan may have a 
material effect on the profitability and cash flows of a business 
enterprise. The effect on profitability and cash flows can, as a 
consequence, directly impact the fair market value of the busi­
ness enterprise. The degree of effect depends on how the ESOP is 
funding the annual contribution itself (cash or stock). 

An additional consideration in determining fair market value for 
an ESOP company is how the Company is providing for the emerging 
liability created when vested terminated plan participants tender 
Company stock for redemption. 

For detailed discussions of the effect of cash andfor stock 
contributions on earnings, cash flows and book values and of the 
impact of emerging liability treatment on ESOP stock marketabil­
ity, see Section II of the November 1987 valuation study prepared 
by Menke & Associates. 

Comparability -in Accounting Methods 

The accounting profession allows a number of alternative account­
ing treatments in areas such as inventory and depreciation 
accounting. Depending upon the particular accounting method 
utilized, reported earnings may differ materially within a given 
year. These accounting treatments, whieh are permitted under 
Generally Accepted Accounting Principles (GAAP), are usually one­
time decisions. Once a company has opted for a particular 
accounting treatment it cannot change between various accounting 
al~ernatives year after year without good cause. Because of 
these rules, accounting statements for a particular company are 
generally comparable from year to year. This comparability, 
however, may not eKist from company to company even if they are 
in the same industry. This is especially true if one is compar­
ing a "public" company with a "closely held" company. 

A further discussion of the differences and economic ramifica­
tions of public and private Company accounting procedures is also 
found in Section II of the November 1987 valuation study. 

piscounts to Fair Market Value 
"".~ ... 

The marketability of the company's stock, the control position of 
majority shareholders, and the relationship of these factors to 
the block of stock being valued can also affect the concluded 
value. 

Closely held stock, which lacks marketability, is far less 
attractive than a similar stock with ready access to the public 
marketplace. In valuing a block of stock, Revenue Rulings and 
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court decisions provide a basis for concluding that a discount is 
valid for an absence of marketability if the value base does not 
already reflect the lack of marketability. 

Further, a minority stock interest in a closed corporation is 
usually worth much less than a proportionate share of the entity 
value of all the corporate stock. Discounts can range from 10% 
to 30% or more. When minority interest and lack of marketability 
discounts are both applied, they are sequential. 

-7-
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III. COMPANY AND INDUSTRY 

Angeles Chemical is a resale/distributor primarily of liquid 
industrial chemicals used principally in the coating process. In 
fiscal 1991, sales of solvents were $3.9 million (vs. $4.9 mil­
lion in fiscal 1990); packaging--$892,000 ($5S6,000); and Bortz-­
$3.2 million ($2.7 million). Thus, the decline in lower (gross) 
margin solvent sales for the commercial sector was nearly offset 
by sales increases at Bortz and packaging or to the higher margin 
consumer/retail market. This anticipated shift to a so-so sales 
break-down between consumer and industrial from 60-40 from 
several prior years contributed to the overall gross margin 
improvement in fiscal 1991 to 2S.O% from 23.8% in fiscal 1990. 
Bortz, as explained in previous valuation reports, is a packager 
of paint thinners and finishes for the consumer/retail market 
which Anchem acquired in fiscal 1986 to broaden its sales base. 

Since the peak in 1982 at $16.8 million, Company dollar sales 
have dropped over 50% to the $8 million level of fiscal 1990 and 
1991. Physical volume has declined even more because of periodic 
price increases. Dollar sales in fiscal 1991 were down a modest 
2.4% to $7.94 million, the lowest year-to-year drop since the 
sales erosion began in fiscal 1983. Product gallons shipped were 
3,062,000. Prices were increased temporarily to pass along· 
higher raw material cost increases during the early phase of the 
fall 1990 Gulf crisis. 

The multi-year sales fall-off reflects the loss of major 
($1 million-plus) accounts as several customers moved out of 
Southern California or changed their supplier source away from 
Southern California. The ever-increasing environmental regula­
tions in Greater Los Angeles have created an increasingly expen­
sive and difficult operating circumstance for chemical processors 
and distributors and their customers. 

In 1991 1 Anchem had about 193 active industrial customers and 440 
in the packaging division. All are located in Southern Califor­
nia. Ellis Paint Company, owned by Robert Berg, an Anohem 
founder and shareholder, is an important customer. 

Anchem's basic raw materials are these organic chemicals--propyl­
ene, methanol, toluene, xylene, ethylene glycol, acetone and 
isopropyl alcohol. These are forms Of petroleum distillates 
which are purchased from Shell, Union Carbide, Exxon, Celanese 
and Vulkan Materials. The Company has on-site 32 underground 
storage tanks of 5,000 to 20,000 gallons capacity each and four 
above-ground tanks (old railroad tank cars): one of 10,000 
gallons capacity and three of 6,ooo gallons each. 

Anchem operates out of administrative offices, packaging and 
storage facilities on a 1.8 acre site in Santa Fe springs, 
California. The structures and improvements are Company-owned, 
while the underlying real estate is owned by a partnership 
comprised of the three founding stockholders--John Locke, Robert 
Berg and Arnold Rosenthal. Mr. Rosenthal is no longer active in 
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the Company. Previous report discussions concerning the sale of 
the underlying real estate to the Company by the partnership are 
in limbo because of contamination issues discussed herein. 
Anchem rents downtown Los Angeles warehouse space from Robert 
Berg. 

As of the 
versus 26 
part-time 

summer of 1991, 
a year earlier. 
help reflecting 

Anchem had 28 full-time employees 
The company has increased temporary 

the higher packaging sales. 

Samson Chemical Co, Joint venture 

or 

on March 31, 1991 1 Anchem entered into a five and a half year 
agreement with Saramco, Inc., dba Samson Chemical Co., to operate 
on a joint venture basis for five years beginning October 1, 1991 
after an interim six month trial period which ended on septem­
ber 30, 1991. If the joint venture is still effective on Septem­
ber 30, 1996, Samson will cease operations and transfer to Anchem 
its distributor relationships and its business and customer 
accounts. 

Samson was a Torrance, California based chemical distributor 
operating unprofitably on annual sales of $3.5 million or about 
45% of Anchem•s si~e. under the agreement, samson President 
Robert Custer and six employees have relocated to Santa Fe 
Springs and the employees have been put on Anchem's payroll. 
Samson transferred ita inventory of bulk, bagged and drum chemi­
cal products to Anchem•s facility. Samson's physical and operat­
ing assets were not transferred and are being disposed of. 
samson retained control of and responsibility for its pre-agree­
ment receivables. Anchem purchased common product inventory only 
and is storing at no cost transferred non-common product invento­
ry. 

Samson's income, net of any cumulative losses, is shared equally 
by the two companies on a monthly basis. Income is defined as 
Samson's sales less: product cost; samson employee compensation 
and fringes; sales expenses; insurance; freight; truck and net 
drum reconditioning expenses. AnChem provides at no cost ware­
housing of all products and certain office services such as 
accounting, inventory and business reports. For the month of 
April 1991, the Samson income split was $11,685. Mr. Custer's 
salary is paid out of the split. 

Under this business combination, Anchem expects to achieve 
economies of scale and broaden its line to include epoxy products 
it did not previously offer. Samson President Robert custer (58) 
brings experience in industrial chemicals and can serve as a 
senior"management backup to John Locke. While the immediate 
profit potential to Anchem from this arrangement may not be 
su~stantial, Anchem has the opportunity to generate a new profit 
source without direct exposure to operating losses and with a 
limited financial risk. During the five-year term, both compa­
nies maintain separate operations and customers. 
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The samson joint venture is Anchem 1 s second business combination 
in five years as .the Company seeks to counter its long-term sales 
decline. By limiting risk in the Samson transaction, management 
may be trying to avoid some of the financial exposure experienced 
in the 1986 Bortz acquisition. 

Management and Ownership 

The Company senior management as of summer 1991 were: 

Qffi£!!1.: Li.Ui I!S!:!.ned Co. lla 

John Locke President, CBO 1971 64 
Robert Berg secretary/TreaaQrer 1971 59 
Robert cuater Preaident - Samson Chemical 1990 sa 
:rim Mahc;nlly Controller 1990 34 

Robert Custer is a chemical engineer, MBA with experience in 
chemical distribution and as such provides important management 
and sales support for John Locke. Mr. Custer is concentratinq on 
the industrial market and Mr. Locke on retail and proprietary 
products. 

Candy Hutton, a long-time employee, remains operations manager. 

The Board of Directors consists of John Locke, Robert Berg, and 
Arnold Rosenthal. A Company founder, Mr. Rosenthal sold his 
stock to the ESOP in 1984 and had a consultant agreement with 
Anchem until in July 1989 (fiscal 1990). Mr. Berg's primary 
employment is President of Ellis Paint Co. 

As of April 30 1 1991 there were 40 1 000 Class A and 14,065 Class B 
common shares outstanding (excluding treasury stock) as follows: 

Holder 

John Locke 
Robert Berg 
ESOP 

:rotal 

Number of Shares 

20,000 l'. shares 
20,000 A aharea 
14,065 B shares 

54,065 A&B aharea 

37'l 
37 

..12 

lOO!k 

Class A common stock is votinq and Class B is nonvoting. other­
wise, the two classes are equal. A valuation discount for the 
nonvoting Class B stock has not been taken by the prior apprais­
ers nor by Bramstedt & Associates since the stock is in an ESOP 
where voting rights are not passed through in any event except 
for major corporate issues. 
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Environmental Issues 

Previous valuation studies have discussed in detail the environ­
mental issues and regulations confronting Anchem and chemical 
processors and manufacturing generally in greater Los Angeles. 
Specifically, Anchem must comply with a number of regional 
environmental regulatory agencies. These include the South Coast 
Air Quality Management District, Environmental Protection Agency, 
Water Resources Board, California Highway Patrol (hazardous 
material, permit inspections, etc.), Fire Department of the City 
of santa Fe Springs, and others. Anchem has no environmental 
agency actions, citations or violations as of this report date. 

In 1989 Anchem retained an environmental consultant, scs Engi­
neers, to underta~e extensive testing for possible soil or 
groundwater pollution at the Santa Fe Springs site in connection 
with its Los Angeles County water Resources Board underground 
storage tank (UST) operating permit. Subsequent testing by scs 
and Anchem found no serious UST lea~age or soil contamination 
except for some possible leaching from an adjacent McKesson 
Chemical clean-up site. 

Thus, as of summer 1991, Anchem is in general compliance and not 
facing any significant near-term operational or financial con- · 
straints from environmentally related problems. Tank testing 
costs averaged about $22,000 in each of the past two fiscal years 
and may continue near that level in the future. Additional 
groundwater test wells by SCS may be required. Under current 
industry conditions, it is difficult for Anchem to pass these 
costs through; however, the Company is not now facing major 
remedial costs. Nonetheless, by the late 1990s Anchem may have 
to replace its existing USTs. 

The possible incurrence of significant clean-up and remedial 
expenses was a material valuation consideration in fiscal 1989. 
In a broader sense, ongoing environmental encumbrances on 
Anchem's business and operations are reflected in the valuation 
conclusion at April 30, 1990 and 1991 but not as significantly as 
in 1989. 

For a more detailed discussion and perspective on the environmen­
tal circumstances at Anchem, see Menke & Associates' ESOP valua­
tion study of September 1989 and aramstedt & Associates' ESOP 
report of october 1990. 

Ihe Industry 

Bramstedt & Associates does not believe there has been any basic 
change in fundamental industry trends and for small independent 
distributors from that discussed in the october 1990 valuation 
report, which see. 

The current business recession in California could be expected to 
have a negative impact on Anchem's sales, but for the first five 
months of fiscal 1992 Anchem's comparative sales are up over 10%. 
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Financial Analysis and Review 

Anchern has provided Srarnstedt & Associates with financial state­
ments for the fiscal years 1987-1991. ~hese financial statements 
have been thoroughly examined and discussed with manaqement. A 
copy of the company's financial statement for the fiscal year 
ended April 30, 1991, prepared as a compilation by Arthur Buhlman 
& co., CPAs, is attached as Appendix r. 

The results of our review and analysis of Anchem's financials are 
contained in the exhibits outlined below: 

Exhibit A -- comparati•e Inaom. Statement, Fr19B7-1991 
Exhibit B ~- Comparative Balance Sheats, fY1987-1991 
Exhibit c -- selected financial Ratio•, FY1989-1991 

These exhibits are presented at the end of this section of the 
report. The following comments and observations are based upon 
Bramstedt & Associates' review and analysis of the Company's 
financial statements. For the one month of fiscal 1991, 
Sararnco•s operations are not consolidated but are incorporated in 
a one-line (miscellaneous) income entry, "income split - Samson." 

Exhibit A contains Anchem's comparative operating statement in 
terms of dollars and dollars as a percent of sales for the period 
fiscal 1987-1991. This statement reveals very little change 
year-to-year in Anchem's financial and operating performance. 
Most importantly, and after falling steadily by over 50% since 
fiscal 1982, Anchem's sales stabilized at just un~er $8 million, 
a very modest 2.4% drop from the $8.14 million in fiscal 1990. 
cost of sales in fiscal 1991 was down $239,000 or 3.8% to just 
under $6 million (75%) from $6.2 million (76.2%) a year earlier. 

Accordingly, gross profit in fiscal 1991 rose 2.3% to $1.98 mil­
lion (25.0%) from $1.94 million (23.8%) in fiscal 1990. As 
discussed ~ll..rlier, a shift in the Company's sales mix in fiscal 
1991 to more consumertretail favorably impacted gross margins. 
Except for hiqher oil related product prices during the Fall of 
1990 which were related to the Persian Gulf crisis, Anchem did 
not generally raise its product prices nor did it experience any 
material changes in raw material costs. At 25%, gross profit 
margins were the best since 26.4t in fiscal 1988. 
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operating expenses fell $92,000 or 4.2% to $2.09 million (26.4%) 
from $2.19 million (26.9%) in fiscal 1990 as the Company contin­
ues to rachet down its general and administrative costs in 
concert with the longer term sales decline. Most of the operat­
ing expense decline in 1991 was achieved through a substantial 
reduction in officers' salaries and lower office, sales and 
direct wages resulting from a lesser average number of employees 
during the year. on the other hand, outside labor expense jumped 
over 40% as the Company uses this type of labor in its packaging 
operations, which were running at a higher sales volume. Expense 
categories which showed increases also included worker's comp, 
group insurance, plant expense, professional services (mostly 
higher lawyers' fees), taxes and licenses, and Bortz commissions. 
Depreciation charges on the other hand fell from $195,000 to 
$151,000 and there was also a $13,500 favorable swing in direc­
tors' fees. overall, the Company appears to have contained 
discretionarY and controllable expenses. 

Slightly higher gross profit and slightly lower operating expens­
es led to a reduction in the operating loss to $112,000 in fiscal 
1991 from $248,000 in fiscal 1990. Other income (interest, 
terminaling charges, etc.) increased to $98,000 from $56,000 in 
fiscal 1990. Interest expense fell to $22,000 in fiscal 1991 
from $47,000 a year earlier. 

As a result, the company significantly reduced its pre- and post­
tax losses to $36 1 000 in fiscal 1991 from a net loss of $239,000 
in fiscal 1990. Thus, Anchem essentially broke even in fiscal 
1991 as it did in fiscal 1988 (its last non-loss year) when sales 
were $1.5 million higher. 
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Exhibit B contains Anchem•s comparative balance sheet in terms of 
dollars and dollars as a percent of assets for the period fiscal 
1987-1991. 

Angeleey chemical Co. 
Balanc~ Sheet Profile 

April 30. 199! 

This statement shows total assets at April 30, 1991 of $2.7 mil­
lion, down insignificantly from a year earlier but off 17.3% or 
$565,000 from APril J·o, 1987 as the Company's business base has 
shrunk. In fact, for book accounting purposes the company has 
nearly written down its fixed asset account because net fixed 
assets at $249,000 at April 30, 1991 were only 15% of book cost. 
During fiscal 1991 the Company made no material capital expen­
ditures and in fact sold some operating equipment. 

CUrrent assets at $2.44 million at April 30, 1991 now constitute 
a very high 90.4% of total assets as compared with $2.3 million 
(83.3%) at April 30, 1990 and progressively lower ratios retro­
spectively over the last several years. Cash and liquid invest­
ments jumped 39.3% or $134,000 to $475,000 (17.6%) and the 
highest relative and absolute levels since fiscal 1986. Accounts 
receivable were also reduced as they have been progressively, or 
by $158,000 year-to-year or 12.9% to $1.063 million (39.4%). on 
the other hand, inventories jumped 19.4% or $120,000 to $738,000 
(27.3%) reflecting the Samson inventory additions. The inventory 
categories which increased were chemicals and Bortz packaging. 
Prepaid expenses and taxes increased $17,000 to $164,000 (6.1%). 

Current liabilities showed a modest 4.7% drop to $937,000 (34.7%) 
at April 30, 1991. Therefore, there were no major year-to-year 
changes in any of its major components (see Exhibit B) of which 
accounts payable at $749,000 (27.7%) is the largest. Long-term 
liabilities were a very modest $9,000 at April 30, 1991 and 
shareholders' equity was $1.75 million (65.0%), off slightly from 
$1.79 million (64.0%) a year earlier. 
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Exhibit c presents selected financial and operating ratios for 
the fiscal years 1989 through 1991. It shows that Anchem's 
previously solid and liquid balance sheet has qualitatively 
strengthened further during fiscal 1991. Specifically, the 
current and quick ratios jumped to 2.6 and 1.64 times respective­
ly at April 30, 1991 from 2.37 and 1.59 times respectively a year 
earlier. 

"'" 
,.., ""' 

Working capital, which is composed primarily of accounts receiv­
able and cash and equivalents, rose to $1.50 million. Because of 
this increase on static sales, the sales to working capital ratio 
dropped to 5,3 times from 6.0 times at April 30, 1990. Much of 
this liquidity is excess to the Company's ongoing operating 
business requirements and will not now apparently be needed for 
possible substantial environmental remedial costs as discussed 
earlier in this report. Consequently, the internal funds are 
available conceptually to purchase stock from existing sharehold­
ers or the ESOT or to help finance the purchase of the underlying 
Santa Fe Springs real property from the shareholder partnership. 
This transaction was contemplated a few years ago but has been 
deferred because of environmental issues. 

Inventory turns dropped somewhat to 8.1 times during fiscal 1991 
because of the hiqher inventory on the static sales. Anchem 
continues to record negative returns on equity. Because of the 
operating circumstances and strong balance sheet profile dis­
cussed in this section, once again Anchem's source of value for 
equity ownership is found in the balance sheet. For fiscal 1992 
management is forecasting that Anchem's sales ex-Saramco may be 
slightly above fiscal 1991's $8 million and that the Company 
might record a slight profit. 
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Appendix I contains a statement of cash flows for fiscal 1991 
which is summarized and compared to fiscal 1990 as follows: 

Net cash from (u&&d}z 
Operating activities 
Investinq activitiea 
Financing activities 

Ne~ chang& in cash 

W2.Q Wll 
(000) 

$ 94 
(90) 
i.ll) 

$(30) 

$140 
3 

...11) 
$134 

The net cash provided by operating activities of $140,000 in 
fiscal 1991 is principally composed of depreciation ($151 1 000), 
a decrease in accounts receivable ($183,000) and an increase in 
customer deposits ($55 1 000) partially offset by an increase in 
inventory ($120,000) 1 a gain on assets sale ($42,000), and the 
net loss ($36,000). The $3,000 net cash provided by investing 
activities reflects the net of $28,000 advanced to stallion Tank 
Lines, an affiliated company, and $36,000 of capital expenditures 
as represented by equipment leases offset by $67,000 from assets 
sale proceeds. Net cash used in financing activities of $9,000 
is the net draw down on principal loan payments over loan pro­
ceeds. overall, there was a $134 1 000 increase in cash during 
fiscal 1991. 
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ANOELIS CHEXtCAL eo. 
Exhibit. A 

~li!IUt~'~~! IDQ~ lt•t!m!Dt. EU!i!7·UU 
($000) 

rn 4/30• au l229 m! J~UII 12~Z 

N•t Sahli $7944 1.00.0\ UllS 100.0' U003 lOO,(Jt. $9442 100.0\ $10521 100.0\ 

C011t ot! Salllil& $960 75.0 6199 ?6.2 694$ 
''· 1 

7040 74,6 7787 74.0 

Groaa l':r¢tit 1983 25.0 1939 23.8 2057 ~~.9 2402 25.4 2734 26.0 

Opi~it!'ating lxp•nll!lea 2095 211.4 2187 26.9 2203 24.5 2497 26.4 2640 25.1 

oparat..i.n~ Incom.a (112) (1.4) (248) p,O) (145) (l.6) (95) (1.0) 94 • 9 

Oth41:t tneome •• 1.2 56 '7 105 1.2 189 2.0 7~ ·' 
Oth~~ E~p~n&e tlnt) 122) 1·3) 1471 1·•1 (1121 (1.21 (123) 11.3) (88) I .8) 

P.cet.&x h~eot~~e (Lon) (3$) I .5) 1230) 12.9) 1152) (1.?) 1291 ( .~) ?9 •• 
ProvilliQn !or T~xue 111 42 •• 43 .s (12) I .11 

Net. lncomt: $....fJ.\i) (.5) $Ul11 (2.9) $J.l..lJ!) (1·21 $...1.! .1 s_..u .6 
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ANGS:t..ES CHEMICAL ca. 

Exhibit B 

~oar~~i~f l~l~n~~ ~h!::~:!;i 

= (000) 

~· ot 4/30: Uil l2:i!2 ~2§2 l2§11 l2§2 

current Aa:lillliilta: 
caah an~ liquia tnvstmnts. $ 47$ 1"'1.6, $ 341 12.2' $ 371 12.2ti $ .l43 7.9\ $ 20.2 6.2\ 
Ac~ount& ~ec•iv&bl• 1on l9.4 l22l 43.7 U39 37.5 U22 39.9 132~ 40.~ 

1nventorieliil 738 27.3 618 22.1 719 23,7 773 25.3 794 24.3 
Prepaid axpen&&liil/~tbar ...li1 6.1 ...a7. 5.3 ...ll2 ••• ...l.U ••• 4!lk 6.3 

To.t:al 2UO 90.4 2327 83.3 2486 81.B 24:21 79.1 2!i26 77.3 

ri~vd As&et~ •t eo•t l6U lBJl l$44 1724 UiOl 
Aeeumul•t•d D8pr•ei•tion llilll I!H§l ill.tl) lllQJJ fM9) 

Net Pixed A•s*ts ••• 9.2 465 16.6 552 18.2 ., 20.4 7JJ 22.4 

Oth•r A1n:•tt11 12 •• 17 • 5 • ·' 
Total A&&liilt:li 5-U!!.l l00-0 lUll 100.0 pOlS 100.0 $1Qll 100.0 $3266 100.0 

cu~rent Liabiliti••: 
Accounts pay~bla $ 749 :27.7 $ 773 21.it • 705 2J.n $ §70 18.6\; 5 ••• lB.6'1 
Oaposit.s · 56 2.1 eo 2.9 119 3.9 142 ••• , .. • •• Not• p.it.y.a.bl• 87 , .. 83 3.0 103 3.4 83 2.7 ,., ••• Accru•d •xp•n••• .J! , .. __ll 1.7 .....!:!. 1.5 ....!J.l\ ••• __M 2.1 

Total 937 34.1 963 35.2 975 J:i!.l 912 29.13 10613 32.7 

Lon9-T•~m Li&bilitiel 9 ·' 22 .8 37 1.2 13 •• 76 2.3 

ShAreholQer £quity 1755 65.0 l781 64.0 2026 66.7 2136 69.9: 2122 65.0 

Tot•l LiabilitieP ~ ![{l.lity 5-U!!.l l(IO. 0 Sllll 100.0 $22M 100.0 SAW 100.0 Sllf.2 100.0 
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ANGELES CHEMICAL CO. 

Exhibit C 

select~d Ratio Analysis 
F:Yl989-9l 

l'Y: 4/30! 

Liguiditx Ratios 

current 
(Current Aaeeta divided by Current Liabilities) 

Quick 
(Caah & Accountu Receivable 
divided by current Liabilitieu) 

Working Capital ($000) 

Sale&/Receivablea 
(Sale& divided by Account• Receivable) 

Sales/Working capital 
(Sales divided by Working Capital) 

Cost of Goodo Sold/Inventories 
(Cost of Gooda sold divided by Inventories) 

Coverage Ratios 

l!lliXT/Intereet 
(Earnings before Inter••t & Tax 
divided by Interest Expense) 

Caah Flow/Maturity LTD 
(Net Income + Depreciation Expenses . 
divided by Current vortion of Long-Term Debt) 

Leverage Ratios 

Debt/Worth 
(Total Liabilities divided by Net Worth) 

Long-Term Liabiliti•afWorth 
(Liabilitia8 over one year divided by Nat Worth) 

~rating Ratiq1 

Total A•»at Turnover 
(Sales divided by Average Total Assets) 

R~turn on Equity 
(Net lncome divided by 
Average Stockholders• Equity) 

Return on Asset• 
(Net Income divided by Average Assets) 

Neq. • Ne9ative calculation 
Nom. ~ Nominal 

SOURCE: Company statements and sramstedt ~ Associates. 

1991 1990 l.l!§2 

2.60 2.37 2.55 

1.64 1.59 1.55 

1503 1344 1511 

7.47 6.66 7.90 

5.3 6.0 6.0 

9.1 10.0 9.7 

Neg. Neg. 

1.32 Neg. 1.05 

0.$4 o.so 

Nom. Nom. 

2.119 2.79 2.95 

(1.3\) (8.2\) (3.6\) 
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IV. VALUATION 

In arriving at a minority interest fair market value determina­
tion for Anchem, Bramstedt & Associates has considered the 
relevant factors set forth in Revenue Ruling 59-60 with regard to 
the valuation of closely held companies and in the Department of 
Labor's (DOL) proposed regulations on "Adequate Consideration" as 
they relate to the valuation of securities for Employee stock 
ownership Plan purposes. The following comments represent our 
findings with regard to those specific factors outlined in Reve­
nue Ruling 59-60 and the DOL's proposed regulations on "Adequate 
Consideration" as they pertl!lin to the valuation of Anchem. The 
following references to Revenue Ruling 59-60 implicitly include 
the DOL's proposed regulations. 

Book Value 

Revenue Ruling 59-60 states that the appraiser should consider 
book value when valuing a closely held company. Anchem's stated 
book value was $1,754,934 or $32.46 a share as of April 30, 1991. 

Normally, book value or adjusted book value is not afforded much 
weight or consideration in the valuation of an operating company 
such as Anchem. Such type companies are normally valued on 
earnings and/or cash flow Cl!lpl!lcity. ·Because of depressed operat­
ing results, the appraiser chose to use book value as fl!lir market 
value for ESOP purposes as of April 30, 1987 and used it as a 
valuation reference as of April 30, 1988, 1989, ·1990 and 1991. 

Dividend History. capacity and Probability 

Revenue Ruling 59-60 suggests that the appraiser consider divi­
dends and dividend paying capacity in valuing closely held 
securities. 

The Company has not paid any dividends on its common stock and 
has no intention of changing this policy at this time. This 
policy is quite appropriate for a small, private company which is 
owned by shareholders who neither rely upon nor expect dividend 
income. 

Normally, earnings reinvested in the growth of a company can 
be expected to earn at a greater return than dividend income 
invested in other investment opportunities with similar risks 
and prospects. Consequently, shareholders will ultimately 
benefit from the current policy to reinvest earnings in the 
Company's growth rather than to pay cash dividends. 

The capacity to declare and pay cash dividends is a positive 
consideration. The decision not to pay dividends is not a 
negative consideration. 
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Comparable companies--Publicly Traded 

Revenue Ruling 59-60 suggests that the appraiser consider the 
market price of stocks of corporations engaged in the same or a 
similar line of business having their stock actively traded in a 
free and open market or over the counter. Bramstedt & Associates 
has made an exhaustive search for comparable public companies 
which can be deemed to be similar to Anchem. No single company 
proved to be a worthy publicly traded comparable. Public compa­
nies are generally much larger and more diverse both geogra­
phically and in business operations. 

univar corp., a public company, is the largest U.S. chemical 
distributor with fiscal 1991 revenues of $1.4 billion. Van Water 
& Rogers, a Univar division, is a direct Anchem competitor. 
Univar's nat income per Share was $1.10 and cash flow (net income 
plus depreciation) was $1.73 for the fiscal year ended Febru-
ary 28 1 1991. Univar•s current ratio as of that date was 1.4:1; 
debt to equity was 0.9:1 and book value was $8.42 per share. 
Return on sales and equity were 1.4% and 14.8% respectively. As 
of April 30, 1991 1 Univar common was trading at $13-5/8 or 1.6X 
book value, 12.4X earnings, 7.9X cash flow and 19% of revenues. 
Univar•s market capitalization rates may be broadly referenced 
although univar is a substantially larger and much more geograph­
ic, customer and product diverse company. 

cash Flow and Earnings capagit~ 

Early ESOP valuations by Charles Stark, PC, appear to rely on 
conclusions derived from capitalizing five-year average ot net 
income, aftertax cash flow and pretax available cash flow, among 
other methods. Aftertax cash flow is net income plus deprecia­
tion. Available cash flow before taxes is pretax income plus 
profit share/ESOP contribution plus depreciation. Depreciation 
in fiscal 1991 and 1990 was $151,000 and $194,000 respectively. 
Anchem's earnings and cash flow as just defined for fiscal 1991, 
1990 and 1989 are shown below: 

Period 

Pl99l 
~1990 
F1989 

Net Income 

$(36,000) 
(239,000) 
(110,000) 

cash flqw 
axAilable After Tax 

$131,120 
(31,000) 
69,000 

$115,000 
(45,000) 
101,000 

Note' Figuraa have been rounded. 

In the Stark valuation studies, three and five year averages of 
these profit measures were calculated and capitalized to derive 
fair market value. Because of the erosion of the Company's 
earning power, the application of this methodology has not been 
used recently although in fiscal 1991 cash flow turned slightly 
positive. 
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~aluation 

Because of insufficient demonstrable earning power and thin cash 
flow prospects, Bramstedt & Associates and the appraiser once 
again must look to the balance sheet for valuation purposes as in 
fiscal 1990 when we employed an adjusted book value approach. 

Generally, capitalization of income and cash flow streams is the 
appropriate methodology for determining the equity fair market 
value of an operating company such as Anchem. The decision to 
utilize adjusted book value is based on the factors discussed and 
the appraiser's experience and knowledge in deriving equity 
values of closely held companies. 

At April 30, 1991, Anchem's stated book value was $1,754,934 and 
working capital was $1,503,000. Since Anchem has no long-term 
debt, this working capital basicallY accrues to the equity 
holders. (cash and cash equivalents and receivables alone total 
$1.54 million; Following the valuation methodology used in 
recent valuation studies and using a 5t asset liquidation dis­
count, and a 10% discount for restricted marketability, produces 
an indicated .fair market value of $1,500,468, or equal to working 
capital. 

Adiuated Book Value Hatbod 
Angel•• Cb!m1cal CR• 

April 30. 1991 

stated Book Value 
Less Liquidation Oiseount (S\) 

Subtotal 
L&aa Marketability Discount (10\) 

Indicated Fair Market Value 

$1,754,934 

87,742 

1,667,187 

166,719 

$1,500,468 

since the product .of the adjusted book value methodology effec­
·tively accords no value to the Company's fixed assets and to 
business goodwill as a going concern, the appraiser believes this 
methodology understates the fair market value of the equity 
ownership of Anchem. 

~~ ot4er to incorporate the econo•ia worth or rised assets and 
goodwill, Bramstedt i Associates has marked up the company's 
working aapital of $1,503,000 by 10\ or $150,300 to produao an 
indicated rair market value for ESOP purposes or the equity 
ownership of ADchem as of April 30, 1991 of $1,653,300 or $30.60 
a share (rounded) on 54,065 shares outstanding. This working 
capital premium is consistent with that of the three prior years 
(see page 2). 

As of the ESOP plan year which began May 1, 1987, the ESOP 
Administration committee changed its policy on paying terminating 
plan participants in a lump sum to paying participants terminated 
for reasons other than retirement at age 65 in five annual cash 
pay-outs commencing on the first anniversary of termination. 
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Terminated plan participants sell 20% of their stock in each of 
five years at the fair market value applicable for each year. 
Accordingly, the above derived value reflects a discount of 10% 
or the same as applied at April 30, 1990. This marketability 
discount conceptually reflects the time value of money under the 
deferred pay-out program now in effect. (Technically, the 
company has sufficient cash to buy out the ESOP stock ownership 
which has an aggregate value of $430,000 on April 30, 1991). 

Recent stock Sale and Valuation 

Revenue Ruling 59-60 suggests that arm's-length sales to knowl­
edgeable unrelated third parties in the recent past would be a 
basis for valuation. 

There have been no such recent transactions. 
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V. CONCLUSIONS 

Based on our experience and general knowledge in determining the 
value of closely held companies and upon the consideration of all 
factors previously discussed, Bramstedt & Associates is of the 
opinion that the fair market value of the outstanding common 
stock of Angeles Chemical co. for ESOT purposes is $1,653,300 or 
$30.60 per share as of April 30, 1991 on 54,065 Class A and a 
shares outstanding. This valuation is based on an adjusted book 
value approach. 

Specific positive factors concerning Anchem were its still solid 
and long-term debt free balance sheet; best cash position since 
1986; a sales and operational stabilization; determination that 
the Company does not have a material environmental economic 
exposure; and potential profit and other benefits from the 
Saramco affiliation. 

Unfavorable factors were eight consecutive years of sales and 
profit decline; losses in fiscal 1989, 1990 and 1991; negative 
returns on capital and equity; and the hostile operating environ­
ment for small chemical processors in heavily populated urban 
areas such as Los Angeles. 

It is important to point out that this evaluation is specifically 
intended to establish a per-share fair market value for shares to 
be issued or sold to the ESOT. This report does not specifically 
address the evaluation of the company as an entity. The value of 
the Company as a whole, with the attendant rights to control the 
direction and growth of the Company, to influence or control 
compensation and dividends, to change the management,· to acquire 
other companies and/or business operations, to buy companies or 
new product lines, or to sell or merge the Company, may be 
greater than the total value implied by this evaluation. 

On the other hand, the value of minority interest shares held 
outside of an ESOT would probably be less than the value deter­
mined in this report. An ESOT with a "put" option obligating the 
Trust to repurchase the shares held by participants provides a 
valid market for such stock. Minority interest shares held 
outside of the ESOT would by necessity be discounted by more than 
10' taken here for their greater inherent lack of marketability. 

This valuation is as of April 30, 1991; and, since it is based 
upon recent financial statements, it. should be valid for·the near 
future. However, it is imperative to recognize that the dynamics 
of the industries served and general economic conditions can 
change and invalidate this evaluation. Federal regulations 
require that the Company's common stock be reevaluated at least 
annually for ESOT purposes. 
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ARCHER, BULMAHN ' CO. 
626 SOUTH LAKE AVENUE 

PASADENA, CALIFORNIA 9110~ 

TO THE BOARD OF DIRECTORS 
ANGELES CHEMICAL COMPANY, INCORPORATED 

WE HAVE COMPILED THE ACCOMPANYING BALANCE SHEET OF ANGELES 
CHEMICAL COMPANY, INCORPORATED AS OF APRIL 30, 1991 AND THE 
RELATED STATEMENTS OF INCOME AND CASH FLOWS FOR THE YEAR THEN 
ENDED, IN ACCORDANCE WITH STANDARDS ESTABLISHED BY THE AMERICAN 
INSTITUTE OF .CERTIFIED PUBLIC ACCOUNTANTS • 

. A COMPILATION IS LIMITED TO PRESENTING IN THE FORM OF 
FINANCIAL STATEMENTS INFORMATION THAT IS THE REPRESENTATION OF 
MANAGEMENT. WE HAVE NOT AUDITED OR PERFORMED A REVIEW SERVICE ON 
THE ACCOMPAN·Y!NG FINANCIAL STATEMENTS, AND ACCORDINGLY, DO NOT 
EXPRESS AN OPINION OR ANY OTHER FORM OF ASSURANCE ON THEM. 

MANAGEMENT HAS ELECTED TO OMIT SUBSTANTIALLY ALL OF THE 
DISCLOSURES REQUIRED BY GENERALLY ACCEPTED ACCOUNTING PRINCIPLES.· 

) IF THE OMITTED DISCLOSURES WERE INCLUDED IN THE FINANCIAL 
STATEMENTS, THEY MIGHT INFLUENCE THE USER'S CONCLUSIONS ABOUT THE 
COMPANY 1 S FINANCIAL POSITION, RESULTS OF OPERATIONS, AND CASH 
FLOWS. ACCORDINGLY, THESE FINANCIAL STATEMENTS ARE NOT DESIGNED 
FOR THOSE WHO ARE NOT INFORMED ABOUT SUCH MATTERS. 

) 

CERTIFIED PUBLIC ACCOUNTANTS 
) 

/ 

SEPTEMBER 26, 1991 

) 

) 
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ANGELES CHE~ICAL CO~PANY, INCORPORA~ED 

BALANCE SHEE~ 
UNAUDI~ED 

APRIL 30 1 1991 

A S S E T S 

CURRENT ASSETS 
PETTY CASH 
CASH IN BANK 
CASH IN BANK - PAYROLL 
CASH IN BANK -BORTZ 
CASH IN BANK - WHITTIER CRED 
CASH IN MONEY MARKET 
ACCOUNTS RECEIVABLE 
ALLOW. FOR OOUB'l'J!UL ACCTS, 

NET ACCOUNTS RECEIVABLE 
ACCTS. REC. - STALLION 
ACCTS. REC. - OTHER NON-OPERATING 
ACCTS. REC. - SAMSON 
EMPLOYEE ADVANCES 
INVENTORY -'CHEMICALS 
INVENTORY -PACKAGING 
INVENTORY -PKG.-BORTZ 
INVENTORY -GASOLINE 
PREPAID INTEREST 
PREPAID PROPERTY TAX 
PREPAID INSURANCE 
PREPAID AUTO INSURANCE 
PREPAID PACKAGING 

ToTAL CURRENT ASSETS 

FIXED ASSETS 
OFFICI TRAILER 
TRUCKS & AUTOS 
TANKS & PLANT EQUIPMENT 
l!t.lRNITURE & FIXTURES 
PLANT 
DRUMS 

TOTAL FIXED ASSETS 

LESS; ACCUMULATED DEPRECIATION 

NET FIXED ASSETS 
•' 

OTHER ASSETS 
INVESTMENT IN SAMSON 

TOTAL OTHER ASSETS 

TOTAL ASSETS 

856,937.66 
(8,393.47) 

97,811.43 
219,335.36 
688,255.48 
207,061.21 
351,755.97 
104,148.00 

1,668,367.45 

(1,41!:1,529.91) 

11,684.80 

$ 2, 751.90 
407,159.50 

449.81 
52,864.65 

523.29 
10,946.01. 

848, 544 -19 . 
86,673.83 
43,632.45 
84,669.22 

3,575.00 
388,369.03 

72,611.66 
266,973.81 
10,345.84 
5,916.55 
1,880.63 

131,743.71 
475.00 

20,030.41 

2,440,136.49 

248,837.54 

11,684.80 

--------------
$ 2,700,658.83 

SEE ACCOUN'l'~S• COMPlLA~lON JU!POR~ 
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ANGELES CHE~ICAL CO~PANY, INCORPORATED 
BALANCE SHEET 

UNAUDITED 
APRIL 30 1 1991 

LIABILITIES AND STOCKHOLDERS' EQUITY 

CURRENT LIABILITIES 
NOTES PAYABLE $ 
ACCOUNTS PAYABLE 
OTHER ACCRUED LIABILITIES 
ACCRUED PAYROLL 
ACCRUED COMMISSIONS 
ACCRUED WORKMANS OOMP.INS. 
SALES TAX PAYABLE 
DRUM DEPOSITS 
DRUM DEPOSITS - RECEIVED 
EMPLOYEE BENEFIT & WELFARE 
OTHER NON-OPERATING LIABILITIES 

TOTAL CURRENT LIABILITIES 

LONG-TERM LIABILITIES 
NOTE PAYABLE 

TOTAL LIABILITIES 

STOCXHOLDERS' EQUITY 
COMMON S'l'OCK- $.10 PAR VALUE, . 

1,000,000 SHS. AUTHORIZED, 
54,065 SHS. ISSUED & OUTSTANDING 

PAID IN CAPITAL 

87,515.32 
749,175.66 

9,527.52 
15,050.69 
11,323.07 

1,569.54 
4,528.45 

134,762.50 
(78,556.36) 

(51.62) 
1,765.00 

RETAINED EARNINGS - BEGINNING 
REFUND OF PRIOR YEAR TAX 
NET INCOME OR (LOSS) 

$ 1,675,472.64 
4,643.00 

(36,312.29) 

RETAINED EARNINGS ... 

TOTAL STOCKHOLDERS 1 EQUITY 

TOTAL LIABILITIES AND STOCKHOLDERS 1 EQUITY 

936,649.79 

9,075.39 

945,725.18 

5,406.50 
105,723.80 

1,643,803.35 

1,754,933.65 

$ 2,700,658.83 -------------

SEE ACCOUNTANTS• COMPILATION REPORT 
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ANGELES CHEMICAL COMPANY, INCORPORATED 
STATEMENT OF INCOME 

UNAUDITED 
FOR THE TWELVE MONTHS ENDED APRIL JD, 1991 

YEAR TO DATE 

SALES $ 7,943,899.06 
COST OF SALES 5,960,428.36 

--------------
GROSS PROFIT 1,983,470.70 

--------------
OPERATING EXPENSES 

ADMINISTRATIVE SALARIES 82,851.95 
OFFICE WAGES 49,949.27 
SALES WAGES 76,341.07 
DIRECT WAGES 274,257.48 
INDIRECT WAGES 27,242.07 
PAYROLL TAXES 44,298.81 
WORKMANS COMP. INSURANCE 41,684.01 
GROUP INSURANCE 93,255.01 
OUTSIDE LABOR 104,786.13 
ADVERTISING 16,271.51 
AUTO & TRAVEL 44,315.32 
BAD DEBTS 5,917.06 
COMPUTER EXPENSE 9,613.22 
DIRECTORS FEES (4,500.00) 
DRUM MAINTENANCE 110,598.85 
DUES & SUBSCRIPTIONS 5,435.12 
EMPLOYEE WELFARE 8,614.00 
EQUIPMENT RENTAL 1,956.75 
FREIGHT-IN 75,610.14 
FREIGHT OUT 33,371.79 
CASUALTY INSURANCE 89' 671.95 
LAB EXPENSE 4,653.48 
MISCELLANEOUS 2.43 
OFFICE SUPPLIES 9,748.04 
PRINTING PREP. EXPENSE 18,542.58 
PLANT EXPENSE 73,122.13 
POSTAGE 5,505.72 
PROFESSIONAL SERVICES 67,630.75 
PROFIT SHARING EXPENSE 15,248.24 
RENT 137,400.00 
REPAIRS & MAINTENANCE 32,534.35 
SALES PROM. TRAVEL 14,216.99 
BUSINESS PROMOTION 20,552.24 
TANK TESTING .. EXPENSE 

' .. 22,820.84 
TAXES & LICENSES 30,479.24 
TELEPHONE 23' 071. so 
TRUCK EXPENSE 136,939.25 
UTILITIES 18,016.78 
COMMISSIONS -BORTZ 121,848.18 
DEPRECIATION 151,383.83 

--------------TOTAL OPERATING EXPENSES $ 2,095,258.38 
--------------

SEE ACCOUNTANTS• COMPILATION REPORT 

% 

100.00 
75.03 -------
24.97 -------
1.04 
0.63 
0.96 
3.45 
0.34 
0.56 
0.52 
1.17 
1. 32 
0.20 
0.56 
·o.o7 
0.12 

(0. 06) 
1.39 
0.07 
0.11 
0.02 
0.95 
0.42 
1.13 
0.06 
o.oo 
0.12 
0.23 
0.92 
0.07 
0.85 
0.19 
1.73 
0.41 
0.18 
0.26 
0.29 
0.38 
0.29 
1.72 
0.23 
1. 53 
1.91 

-------
26.38 

-------
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ANGELES CHEMICAL COMPANY, INCORPORATED 
STATEMENT OF INCOME 

UNAUDITED 
FOR THE TWELVE MONTHS ENDED APRIL 30, 1991 

OPERATING LOSS 

OTHER INCOME OR (EXPENSE) 
DISCOUNTS EARNED 
DEMURRAGE 
INTEREST INCOME 
INCOME SPLIT-SAMSON 
SALARY REIMBURSEMENT 
MISCELLANEOUS INCOME 
PAILS 
TERMINALING CHARGES 
INTEREST EXPENSE 
GAIN (LOSS)-SALE OF ASSETS 

TOTAL OTHER INCOME (EXPENSE) 

LOSS BEFORE INCOME TAXES 

PROVISION FOR INCOME TAXES 

NET LOSS 

YEAR TO DATE 

$ (111,787.68) 
--------------

168.71 
75.00 

18,879.12 
-11,684.80 

319.04 
10.01 

1,035.09 
23,861.92 

(22' 038. 61) 
42,280.31 

--------------76,275.39 

--------------
(35,512. 29) 

(800.00) 
--------------
$ (36, 312. 29) ==---

SEE ACCOUNTANTS' COMPILATION REPORT 

% 

(l. 41) 
-------

o.oo 
0.00 
0.24 
0.15 
o.oo 
0.00 
0.01 
0.30 

(0.28) 
0.53 -------
0.96 

-------
(0.45) 

( 0. 01) 
-------

(0.46) 
==~=== 
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ANGELES CHEMICAL COMPANY, INCORPORATED 
STATEMENT OF INCOME DETAIL 

UNAUDITED 
FOR THE TWELVE MONTHS ENDED APRIL 30, 1991 

YEAR TO DATE 

SOLVENTS -SALES $ 3,867,170.99 
RETURNS & ALLOWANCES (7,332.45) 

--------------TOTAL SALES 3,859,838.54 
COST OF SALES 3,231,667.52 

--------------GROSS PROFIT 628,171.02 

--------------
PACKAGING -SALES 903,942.16 
RETURNS & ALLOWANCES (11,638.00) 

--------------TOTAL SALES 892,304.16 
COST OF SALES 728,450.92 

--------------
GROSS PROFIT 163,853.24 

--------------
BORTZ -SALES 3,209,916.99 
RETURNS & ALLOWANCES (15,158.13) 
SALES DISCOUNTS (3,002.50) 

--------------TOTAL SALES 3,191,756.36 
COST OF SALES 2,000,309.92 

--------------GROSS PROFIT 1,191,446.44 

--------------
TOTAL GROSS PROFIT $ 1,983,470.70 

== = 

SEE ACCOUNTANTS' COMPILATION REPORT 

% 

100.19 
(0.19) 

-------
100.00 

83.73 -------
16.27 -------

101.30 
(1. 30) -------

100.00 
81.64 -------
18.36 -------

100.57 
(0.47) 
(0.09) 

-------
100.00 

62.67 
-------

37.33 
-------

24.97 .. _ 
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ANGELES CHEMICAL COM~ANY, INCOR~ORATED 
STATEMENT OF CASH FLOWS 

UNAUDITED 
FOR THE TWELVE MONTHS ENDED APRIL 30, 1991 

CASH FLOWS FROM OPERATING ACTIVITIES: 

NET LOSS 

ADJUSTMENTS TO RECONCILE NET LOSS TO 
NET CASH FLOWS FROM OPERATING ACTIVITIES: 

DEPRECIATION $ 151,383.83 
EQUITY IN INCOME OF-AfFILIATE (11 1 684.80) 
(GAIN) LOSS .. ON SALE OF ASSETS ( 42 1 280. 31) 
REFUND OF PRIOR YEAR TAX 4, 643. 00 
CHANGE IN ASSETS AND LIABILITIES 

DECREASE IN ACCOUNTS RECEIVABLE 
INCREASE IN INVENTORY 
INCREASE IN PREPAID EXPENSES 
DECREASE IN ACCOUNTS PAYABLE 
DECREASE IN ACCRUED EXPENSES 
INCREASE IN CUSTOMER DEPOSITS 

TOTAL ADJUSTMENTS 

183,071.54 
(120,435.39) 
(14,780.85) 
(23,928.90) 
(4,638.38) 
54,762.50 

NET CASH PROVIDED BY. 'OPERATING ACTIVITIES 

CASH ~LOWS FROM INVESTING ACTIVITIES: 

LOANS ADVANCED 
COLLECTION OF LOAN ADVANCES 
CAPITAL EXPENDITURES 
PROCEEDS FROM SALE OF ASSETS 

(116,999.00) 
88,994.92 

(36,576.86) 
67,447.31 

NET CASH PROVIDED BY INVESTING ACTIVITIES 

., CASH PLOWS PROM PI!QliCDIG ACTIVITIES: 

J 

PROCEEDS FROM LOANS 
PRINCIPAL PAYMENTS ON LOANS 

NET CASH USED BY FINANCING ACTIVITIES 

NET INCREASE IN CASH 

CASH AT BEGINNING OF PERIOD 

CASH AT END OF PERIOD 

128,145.20 
(137,240.44) 

SEE ACCOUNTANTS' COMPILATION REPORT 

$ (36,312.29) 

.. ·.·. 

176,112.24 

139,799.95 

2,866.37 

(9,095.24) 

133,571.08 

341,124.08 

$ 474,695.16 
=~=~~=~===== 
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BRAMSTEOT 

fin.nncial Con~ul~lng 

l'inanc..!al Atlalysls 

Qualifications of 
Bramstedt i Associates, Inc. 

Eric M. Bramstedt, CFA, has over 30 years experience in the field of financial analysis, equity evaluations, securities analysis and investment banking. He has prepared well over 300 business 
valuations on closely held companies for merger and acquisition, gift and estate taxes, Employee Stock ownership Plans (ESOPa), 
incentive stock option plans and others. These valuations have covered a broad industry scope of closely held and public companies including several Fortyne 1000 listings. Mr. Bramstedt possesses in-depth knowledge of ESOP functions and valuation through ten years of extensive experience with three leading ESOP design and valuation firms--Menke & Associates, Kelso & Co. and Houlihan, Lokey, Howard & Zukin. 

Mr. Bramstedt is an industry specialist in transportation, 
particularly trucking. As such, he has investigated the operations and appraised the business values of several hundred motor carriers, 
many of which are located in California. Clients have included major domestic and international transportation companies for acquisition and investment banking and other applications. 
Mr. Bramstedt is Director of the PCTB Consulting Group, a division of the Pacific Coast Tariff Bureau of San Francisco. As such, he 
is editor of CAL-TIPS, an annual operating and financial study of 
the California less-than-truckload business. 

Mr. Bramstedt is a Chartered Financial Analyst (CFA) and a member of the Institute of Chartered Financial Analysts, the Association for Investment Management and Research, the Transportation Research Forum, the Valuation Roundtable of San Francisco, and the Pacific coast Accounting and Finance council. He holds a Bachelor's Degree in Economics from stanford University. He has written articles for industry periodicals and made public speaking appearances on transportatjon topics, and has appeared as an expert witness before the California Public Utiiities Commission. 

2402 Vl!iot~ Del Mar l...ane l"ib1.1mn, CA. 94920.1208 iei4I5-4.35-9436 !'"ax 415-4:5-5-9436 

1 1 !\ S.ansome st.. Suite 608 San l"'randsc;:o. ('..A 941 04-~6 J 6 Tel 41 ~9:2·9900 f'ou 41 ~362-6492. 
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October 4 1 1991 

Mr· Eric Bramstedt 
Menke & Associates 
114 samaome Suite 1000 
San Francisco, CA 94104-3821 

Dear Mr. Bramstedt: 

Enclosed are Anqeles• 1991 year-end financial statements for your review in valuing the company's stock. I have also enclosed our most recent internal statements for the tour months ended August 31, 1991. 

Angeles' revenues have increased because of our new association with Saramco which ::r; mentioned in our recent phone conversation. I feel this has an impact on your valuation and therefore have included the YTD financials and will discuss the association with you further when we meet. 

I have not received an.astimate of your fees for this enqa9ement and would like to come to an agreement regarding these before we begin. 

l look forward to hearing from you soon. The best time to reach me by phon• is on TUesda~s or by leaving a message to call back. John will be unavailable until October 21. 

Sinceraly, 

~..;_~· 
Tim Mahoney 
Controller II' .J ~ 000' - ---

- -·L·I•IENfl' II ... L 
1915 !lianft .. ll A'lllllllr'n.lle • P.O. •o• 2'i8.1 • S.nta F• SpriQII• Ca.-tfomll .01510 "" 

TOiopbono 12la) 945-lllll • 12HI)N$..U!i (1...4.j•(7l4)121-7MD -
r4.,t.·'31'6- IF<J-?n1 
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REPORT OF 

AIIGBLBs CBBHrCAL co., :me. 
APJUL 30, 1991 
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Ali.CHBR, DULHIUIR i CO. 
12a SOUTH LAKE &VBBDB 

PAI!IAD!IN&, CALIFORliiiA tu.,;,.; 

TO THE BOARD OF DIRECTORS 
ANGELES CHEMICAL COMPANY, INCORPORATED 

WE HAVE COMPILED THE ACCOMPANYING BALANCJ SH!BT OF ANGELES CliJHlCAL COMPANY, INCORPORATED AS OF A.PRIL 30, 1991 AND THE 
RELATED STATBMENTS OF INCOME AND CASH FLOWS FOR THE YI!!AR THEN 
ENOED, IN ACCOIU'IANCE WITH STANDARDS ESTABLISHED BY THE AMERICAN INSTITUTE OF CERTIFIED PUBLIC ACCOUNTANTS, 

A COMPILATION IS LllCITEO TO Pm:SENTnta IN THE FORM OF FINANCIAL STATEMENTS INFORMATION THAT IS THE REPRESENTATION OF MAMAGEMENT. WE HAVB NOT AUDITED OR PBRP'ORHED A REVIEW SERVI:CI ON 
THE ACCOiMPANYI:NG FINANCIAL STAT'.EMEN'l'$ 1 AND ACCORDINGLY , DO NOT 
EXPRESS AN OPINION OR: ANY OTHER FORM OF ASSURANCE ON THEM. 

MANAGEMENT HAS ELECTED TO OMIT SUBSTANTIALLY ALL OF THE 
DISCtoSURES REQUIRED BY GENERALLY ACCEPTED ACCOUNTING PRINCIPLES. IF THE OMITTED OISCWSURES WERE INCLUDED IN THE FINANCIAL 
STATEMENTS, THEY MIGHT INFLUENCE THE USER'S CONCLUSIONS ABOOT THE COMPANY'S FINANCIAL POSITION, RESULTS OF OPERATIONS, AND CASH 
FLOWS. ACCORDINGLY, THESE FINANCIAL STATEMENTS ARE NOT DESIGNED FOR THOSE WHO ARE NOT INFORMED ABOUT SUCH MATTERS. 

CERTIFIED PUBLIC ACCOUNTANTS 

SEPTEMBER Z6, 1991 
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AJIOIILES Clf.lllc:t CAL COMJn.liY, DIOOIU'O:RATI!ID 
:U.UWCll SliEI'1' 

UIIAtll);(ftD 
APRIL 30, 1991 

A S S E T S 

Cl.JRRENT ASSETS 
PETTY CASH 
CASH IN BANK 
CASH IN BANK - PAYROLL 
CASH IN BANK -BORTZ 
CASH IN BANK - WHITTIER Cl'I.ED 
CASH IN MONEY MARKET 
ACCOUNTS RECEIVABLE 
ALLOW, FOR DOUBTFUL ACCTS. 

NET ACCOONTS RECEIVABLE 
ACCTS. REC. - STALLION 

856,937.66 
(8,393.47) 

--------------
ACCTS, REC. - OTf!ER NON-OPERATING 
ACCTS. RBC. -SAMSON 
EMPLOYEE ADVANCES 
INVENTORY - CHEMICALS 
INVENTORY -PACKAGING 
INVENTORY -PKG,-BORTZ 
INVENTORY -GASOLINE 
PREPAID INTEREST 
PREPAID PROPERTY TAX 
PREPAID INSUBA.NCE 
PREPAID AUTO INSURANCE 
PREPAID PACKAGING 

TOTAL CIJRRENT ASSETS 

!l'IXBD ASSETS 
OFFICE T.RAILER 
TRUCKS & AUTOS 
TARRS li PLANT EQUIPMENT 
FURNITURE & FIXTURES 
PLANT 
DRUMS 

TOTAL FIX~O ASSETS 

LESS; ACCUMULATED DEPRECIATION 

NE'l.' FIXED ASSETS 

OT!{ER ASSETS 
INVESTMENT IN SAMSON 

TOTAL OTHER ASSETS 

TOTAL ASSE'l'S 

97,811.43 
219,335.36 
688,255.48 
207,061.21 
351,755.!17 
104,148.00 

--------------1,668,367.45 

( 1' 419 1 529 • !11) 

11,684.80 
--------------

$ 2,751.90 
407,159.50 

449.81 
52,864.65 

523.29 
10,946.01 

848,544.19. 
86,673.83 
43,632.45 
84,669.22 

3,575.00 
388,369.03 

72,611.156 
<166,973.81 

10,345.114 
5,916.55 
1,880.63 

131,743. 7l 
475.00 

20,030.41 _____________ ... 

2,440,136,49 

248,837.54 

11,684.80 

$ 2,700,658.83 
...-c:=====m-----

SD ACCOU'IIrl'All'l'S ' COKJIXLA'l'J:Oiif IIBPOR'l' 
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UGBLl!l8 CBIIMtCAL OOH•AJIY, J:IICOlUIOU!I:'l!IO 
IIAUJICII IKI!IBT 

VlG\TDITID 
AR.t:L .SO, 11U 

LIA!IILI'l'IES AND S'l'Oc:talOI..DERS' EQUITY 
CURRENT LIABILITIES 

NOTES PAYABLE $ ACCOUNTS PAYABLE 
OTHER ACCRUED LIABILITIES 
ACCRUED PAYROLL 
ACCRUED COMMISSIONS 
ACCRUBD WORDIANS COMP,INS. 
SALES TAX PAYABLE 
DRUM DEPOSITS 
DRUM DEPOSITS - RECEIVED 
EMPLOYEE BENEFIT & WELFJUU\l 
OTHER NON-oPERATING LIABILITIES 

87,515.32 
7(9,17.5.68 

9,527.52 
15,050.69 
ll, 323.07 
1,589.54 
4,528.45 

134,?62.50 
(78,556.36) 

(51.6.2) 
1,785.00 

--------------TOTAL CURRENT LIABILITIES 

LONG-TERM LIABILITIES 
NOTE PAYABLE 

TOTAL LIABILITIES 

STOCKHOLDERS' EQUITY 
COMMON STOCX- $.1.0 PAR VAWE, 

1,000,000 SH5, AUTHORIZED, 
~4,065 SHS. ISSUED & OUTSTANDING 

PAID IN CAPITAL 
RETAINED EARNINGS - BEGINNING $ 
REFUND OF PRIOR YEAR TAX 
NET INCOME: OR (LOSS) 

1,675,472.64 
4,643.00 

(36' 312.29} 

--------------RETAINED EARNINGS 

TOTAL STOCkHOLD!RS I EQUITY 

TO'l'AL LIA8ILITIES AND STOClGiOLDEI:U>' EQUITY 

936,649.?9 

9,075.39 
--------------

945,725.18 __________ .... __ _ 

5,401>-50 
lOS, 723.80 

1,643,803.35 
·--------------

1,754,933.65 

-------------
$ 2,700,658.83 
·---=--=--'21'=-

Sllll!l ACCOUlil'rU'l'S' COKPl:UTl:Oiil UPOR'l' 
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' . . 

AMQliLli:S CliEMICli.L COKP'AliY, .l:IICORPORA'l'lllD 
STli.TliMlllR'l' OF l:HCOHlll 

TJIIAUDl1'ED 
POR ~B TWBLVB MONTKS ENDED &PRIL 30, 1991 

YEAR TO DATE 
SALES $ 7,943,899.06 COST OF SALES 5,960,428.36 

--------------GROSS PROFIT 1,983,470.70 ___ ... ___________ 
OPERATING EXPENSES 

ADMINISTRATrYE SALARIES 82,851,95 OFFICE WAGES 49,949.37 SALES WMBS 76,341.07 DIRECT WAGES 274,257.48 INDIRECT WAGES 27,242.07 PAYROLL 'l'Alt!!;S 44,298.81 WORJ(MANS COMP, IlfStmANCE 41,684.01 GROUP INSURANCE 93,255.01 OIJTSIDE LABOR 104,786.13 l\.DVERTISING 16,271.51 AUTO & TRAVEL 44,31s.n SAD DEBTS 5,917.06 COMPUTER EXPENSE 9,613.22 DIRECTORS FEES (4,500,00) DRUM MAINTENANCE 110,598.85 DUES & SUBSC'ltiPTlONS 5,435.12 EMPLOYEE WELFARE 8,614.00 EQUIPMENT RENTAL 1,956,75 FREIGHT-IN 75,610.14 FREIGHT OtlT 33,371.79 CASUALTY INSURANCE 89,671.!15 LAB EXPENSE 4,653.48 MISCELLAtlli:OUS 2.43 OFFICE SUPPLIES ·9,748.04 PRINTING PREP. EXPENSE 18,542 • .58 PI.ANT EXPENSE 7'3, lll2 .13 POSTAGE 5,505.72 PROFESSIONAL SERVICES 67,630.75 PROFIT SHARING EXPENSE 15,248.24 RENT 137,400.00 REPAIRS & MAINTENANCE 32,534.35 SALES PROM, TRAVEL 14,216.99 BUSINESS PROMOTION 20,552.24 TANK TESTING EXPENSE 22,820.84 TAXES & LICENSES 30,479.24 TELEPf{ONE 23,071.80 TRUCK EXPENSE 136,939.25 UTILITIES 18,016.78 COMMISSIONS -BORTZ 121,848,18 DEPRECIATION 1!11,383.83 

--------------TOTAL OPERATING EXPENSES $ 2,095,258.36 

--------------
BBB ACOOOMT~S' COHPILA~ION RBPOk? 

' 
100.00 

75.03 ------
24.97 -------
1-04 
0.63 
0.96 
3.45 
0.34 
0,56 
0.52 
1.17 
1.32 
0.20 
0.56 
0.07 
0.12 

(0.06} 
1.39 
0.07 
0.11 
0.02 
0. 95 
0.42 
1.13 
0.06 
o.oo 
0.12 
0.23 
0.92 
0.07 
0,85 
0.19 
l. 73 
0.41 
o.u 
0.26 
0.29 
0.38 
o. 29 
1.72 
0.23 
1.53 
1.91 

-------
26.38 -------
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AliGELES CHBli!ICAL COliP.l!Uil!, INCORPORATED 
IITATBK.IIil'l' OJ' nrCoMB 

tni'AUDITED 
FOR THB TWELVE MONTHS EHDBD APRIL 30, lttl 

OPERATING LOSS 

OTHER INCOME OR (EXPENSE) 
DISCOUNTS EARNED 
Dll:l.'ltllUW;E 
INTRUST INCOME 
INCOME SPLIT-SAMSON 
SAT.IIRY REIMIIURSEMENT 
MISCELLANEOUS INCOME 
PAILS 
TXQMINALING CHARGES 
INTEREST EXPENSE 
GAIN (LOSS)-SALE OF ASSETS 

TOTAL OTHER INCOME (EXPENSE) 

LOSS BEFORE INCOME TAXES 

PROVISION FOR INCOME TAXES 

N£'1' LOSS 

XEAR TO DA'l't 

$ (111, 787. 68) 
-------------

l68.7l 
75.00 

18,879-l:Z 
11,684.80 

319.04 
10.01 

1,035.0!1 
23,861.512 

(22, 038. U) 
42,no.u 

--------------76,275.39 _____ .,. ________ 

(35. 512. 29) 

(BOO. 00) 

--------------
$ (36,312.29) ·===---·-

8BB ACOOV:K"rlUITS' CQKPl:LATJ:Oiil UPORT 

\ 

(1.41) -------
o.oo 
o.oo 
0.24 
0.15 
0.00 
o.oo 
0.01 
0.30 

(0.28) 
0.53 -------
0.96 -------

(0.45) 

(0.01) __ ... ____ 

(0.46) --
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: ·, 

AlfCBLIIS CR:Ilk:ECAL COKJ'UY, :tiiCOill'ORA'l'IID 
ll'l!&'lZMliii'J! 01' liiiCOMll .DB!I!UL 

tiiD.UD.ITBD · 
1'0:1 HB 'IIWBLV!l KOII'l'KI BIIIDIID APR.:U, 30, 1 tt 1 

YEAB TQ PATE 

SOLVENTS -SALES $ 3,867,170.99 
ll.lt'rWI.NS li ALI.OWANCES (7,332.45) 

-----·--------TOTAL SALES 3,8591 138 +54 
COST OF SALES 3,231,667,!12 

--------------GROSS PROFI'l 628,171.02 

--------------
PAC:KAGIHG -SALES 903,942.16 
RETURNS i ALLOWANCES (ll, 638. 00) 

-------------TOTAL SALES 892,304.16· 
COST OF SALBS 728,450.92 

__ .,. ___________ 
GROSS PROFIT 163,853.24 

--------------
BORTZ -SALES 3,209,916.99 
RETWI.NS ' ALLOWANCES {1.!5,158.13) 
SALES DISCOUNTS (3, 002. 50) 

--------------TOTAL SALES 3,191,756.36 
COST OF SALES 2,000,309.92 

--------------GROSS PROFIT 1,191,446.44 

--------------
TOTAL GROSS PROFIT $ 1,983,470.70 

'01:1:11-~--====:z• 

SBB 1\.CCOUIITA.ll'l'S • COKPILATIO» RIIPOR'l' 

l 

100.19 
(0.19) ____ .. __ 

100.00 
83.73 ---·---
16 •• 17 -------

101.30 
(1. 30) -------

100.00 
81.54 -------
18.36 -------

100.57 
(0.47) 
(0.09) -------

100.00 
62.67 -------
37,33 -------
~4.97 

----~-= 
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AlfGl'JLBS CBJIMl:CAL COHPAlfY, :tHCOJI.PORATBD 
B'l'ATBMI:I!I'l' OJ' CABB J'LOWB 

tJIIIAUD'ITBD 
FOJI. THt TWXLVB KONTBB BRDED APJ1.1L 30, 1191 

CASB FIDWS PROM OPBIUI.'l'INQ ACTIVI'l'IBS: 

NET LOSS 

ADJUSTMENTS 'l'O RECONCILE NET LOSS TO 
NET CASH PLOWS PROM OPERATING ACTlVITIES: 

DEPRECIATION $ 151,383.83 
EQUITY IN INCOME OF AFFILIATE (11,684.80) 
(GAIN) LOSS ON SALE OF ASSETS (42,280.31) 
REFUND OF PRIOR YEAR TAX 4,643.00 
CHANGE IN ASSETS AND LIABILITIES 

DECREASE IN ACCOUNTS RECEIVABLE 
INCREASE IN INVENTORY 
INCREASE IN PREPAID EXPENSES 
DECREASI!: IN ACCOUNTS PAYABLE 
DECREASE IN ACCRUED EXPENSES 
INCREASE IN CUSTOMER DEPOSITS 

TOTAL ADJUSTMENTS 

183,071.54 
(120,435,39) 

(14. 780.85) 
(23' 928. 90) 
(4,638.38) 
54,762.50 

NET CASH PROVIDED BY OPERATING ACTIVITIES 

CASB FLOWS PROM I.vBBTIBG ACTIVITIBB~ 

LOANS ADVANCED 
COLLECTION OF IDAN ADVANCES 
CAPITAL EXPENDI'l'URES 
PROCEEDS FROM SALE OF ASSETS 

(116,999.00) 
88,994.92 

(36' 576. 86) 
67,447.31 

NET CASH PROVIDED BY INVESTING ACTIVITIES 

CASH PIDWS FJI.OX PIDJICJ:BG AC'l'lVITIII:S: 

PROCEEDS FROM LOANS 
PRINCJ:PAL PAYMENTS ON LOANS 

NET CASH USED BY FINANCING ACTIVITIES 

!!lET IRCilBUJ!I Ill CASE 

CASK AT BBGIHNIIIQ OF PBRIOD 

CASH AT BHD OP PBJI.10D 

128,145.20 
(n7,240.441 

BBB ACCOUIITANTS • COK'PILATIOII REJIORT 

$ (36, 312.291 

176,112.24 
-----"'!'"--------

139,799.95 

2,866.37 

(9,095.24) 

341,124,08 

$ 474,695.16 
--~- -
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,.,.~~y ............. ~ 9'uilt.6(1.f 
.9"..,.. .,......,.,....., ~.u~-J811 

(us) .tfl1'·!1.91JU 
§...., p'!)u.t-uu 

November 18, 1991 

PERSONAL AND OONFIDENTIAL 

Mr. Tim Mahoney 
Angeles Chemical Co, 
P.O. Box 2163 
santa Fe Springe, Califo~nia 90670 

Dear Tim: 

Enclosed are tAr•• copies of the Ancbem ESOP valuation st~dy for April JO, 1991 and ogr invoice tor $2,7!0, the same tee as laat year. 

Sincerely yo~Jrs, 

Er:ic K. Bramstedt 

JDIB:ew 
enclosures 
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ANGELES CHEMICAL COMPANY, INcORPOaATEO 
STATEMENT OF INCOME 

UNAUDITED 
FOR THE TWELVE MONTHS ENDED APRIL 30, 1991 

SALES 
.COST OF SALES 

GROSS PROFIT 

OPERATING EXPENSES 

199o 

2, I:;!.S 1'ft.tfJ 

6.; I 9'9 5.L/"? 

,, 9?~ ,,,~~ 

ADMINISTRATIVE SALARIES /"? (
1 

; 7 t!J 
OFFICE WAGES - - - - - 7/ . ., 3y 
SALES WAGES - -· - - -· :J.. :5'1T 
DIRECT WAGES '3.•2-, ~~<> 
INDIRECT WAGES ~ - - - ::> t~ 0.1"!:> 
PAYROLL TAXES -· - • - ::$'~ ('?I 
WORKMAN$ COMP. INSURANCE :>- 'l', " • ..,( 
GROUP INSURANCE • ) .9=! ,s.._._ 
OUTSIDE LABOR/-p,._t, .. ,,_.., (~ "'"" • 
ADVERTISING - - • - - "", ;ud 
AUTO & TRAVEL - - - - S .., / 
BAD DEBTS 
COMPUTER EXPENSE 
DIRECTORS FEES 
DRUM MAINTENANCE 

!]., .... t) 'f' 

- -

I 9"11 

$ 7,943,899.06 
5,960,428.36 

1,983,470.70 

82.851. 95 ,v 
49, 94!L 27 .j/ 
76. 341.07 il 

274,257.48 .v 
27,242.07 
44 298.81 d./ 

. 1, 684. 

DUES & SUBSCRIPTIONS 
EMPLOYEE WELFARE 
EQUIPMENT RENTAL - - • - - • 7~ IS --7<./- - -
FREIGHT-IN 
FREIGHT OUT 
CASUALTY INSURANCE 
LAB EXPENSE 
MISCELLANEOUS 
OFFICE SUPPLIES 
PRINTING PREP. EXPENSE 
PLANT EXPENSE - - '- il i, f; 'J9 
POSTAGE 
PROFESSIONAL SERVICES _ ~:J.., 9'«5 
PROFIT SHARING EXPENSE 
RENT 
REPAIRS & MAINTENANCE 
SALES PROM. TRAVEL 
BUSINESS PROMOTION 
TANK TESTING EXPENSE • S<..:l 
TAXES & LICENSES 
TELEPHONE 
TRUCK EXPENSE 
UTILITIES 
COMMISSIONS -BORTZ 
DEPRECIATION 

TOTAL OPERATING EXPENSES 

- -

1 , 48.24 
137,400.00 

32,534.35 
14,216.99 

::~i~:r ~.479 __ !S 
23' 071.80 

- 136,939.25 
).8-;-0'l~ 

d.2J.' 848. 1§/ 
151,3BJ.83 

$ 2,095,258.38 

SEE ACCOUNTANTS• COMPILATION REPORT 

% 

100.00 
75.03 

24.97 

1.04 
0.63 
0.96 
3.45 
0.34 
0.56 
0.52 
1.17 
1. 32 
0.20 
0.56 
0.07 
0.12 

(0.06) 
1.39 
0.07 
0.11 
0.02 
0.95 
0.42 
1.13 
0.06 
0.00 
0.12 
0.23 
0.92 
0.07 
0.85 
0.19 
1. 73 
0.41 
0.18 
0.26 
0.29 
0.38 
0.29 
1.72 
0.23 
1. 53 
1.91 

26.38 
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Univar Corp. 
NYSE SJIIII!ol UYll 

Prlco 
Jul. S'D-1 
12"M 

$ull"tmarr 

Ranp 
1991 
17111-10 

P-eAaUo 

15 

2370 
Yltld SIP Ranking ~811!!1!_ __ 

0.30 B !.38 

Unlvlr dlo-ollrold r...,. ol ~and nllteciii<Odo!oto. Oporlllono woro ... 
...,.tid llg......,- 1M IN 1888 n of McKo._ CMoolclt Co-, wlllch .,.... uvx 1M"'''" 
... ~-.......,.. dlollllulorln North ,..._8oft .... ,.., ... ....-.. ancll- -r•unv 
ombltd lo -llllllnalln ~IIIIIIICHI!c·The -lnle ...-.., con-lo -""'Y lllltt 
prton.,d _...,. .. 1111-tZ olllll _ _.... ,_"_,.,N.Y. owno- 31'11o ol thlobortL · 

Buslneu Summarw 
llnlvar II ongogod in the -le dlllrlbutlon of 
• brOOid ronge of inclualrlol .............. relalncl 
prodll<liO- The No>voonlot! !DIMS acqalaltion of, Mc­
Ketlon ~ eo. • dlotrlbutoi of lncluatriol , 
chemicals wllh amuol111oo of -.. 111100 million. 

· mads UVX the lorgoll'lnduotriolcloomicel dlottibu· 

tor In Nonll -·- · 
Foreign llln{allln C.nodl) oocountod lor 14'lb of 
IQIII ooloaln fiocal 1990·91. · 
Products dlotribulld 1>y tho compaoy ore uoncl In 
maoy areu, Including public h011th and 111ety 
(watO< trealmani •. !-U• tr01tmont. 111<1 Ice. auat, 
ond rodent COIIifOIJ; tho ~loum lncluatry (oil ana 
goo drHIIno. petroleum reflnlne

1 
no1ora1 go~ 

proco111nu. •=otrochO<niCI prodoollonJ; polnto 
and coatings I ingredienla. o-..

1 
Ond olio); 

pool control ooctieidoa. rodeollcldoo, umlgr,•· 
llorl>lcldos. aitd t~oldlal: lhe lood lnclueVY load 
production. proC<> oM pod<lng~ motol-ox roc• 
Hon. proeeooinv. end niehing (milling, miMing, ro­
llnlng, ploflng & llnllllllnu. and oleclroolco); taxtHe· 
malnlenonoe (llllllldry and dry cleaning po-Odooto); 
end wond pUlp end PIP"' (lorollry. pulP and paper 
manUfacturing, and waler treatment). 
uvx·e Operationo ore conductod threugti two oub· 
Bldlari••: V•n Waters l Rog~1 Inti., which han­
dloo eU u.s. diottibUHon aCIMIIel. wutormad lol· 
lowing the mOfVor of McKoooon and tho 
eompany'a Van Weten~·l Rogers divi.ton: Cana· 
dian OPOfOtiooo are conducted lh1011gh the Von 
Watoro & Rooora. Lid. ooll. In Septomllor Ul811 
uvx •cquirecJ Hamblet I Hayes Co., • Qhamical 
diolributor In Now Englond wllh aaln of $30 mil· 
·lioo. and lho peat control supply buainooo ol 
Horcoa Chemlcelo lno., with oal&a of abOIII $8 mH· 
lion. 
In Milch 1888 UVX tormocfChomCero which allera 
ofien1olovlollca manov"'"'""--lempOfaiY otcr•v• 
and aocoostovortouotrlllmafttand di_..,. 
tochnoloaleotor wull or_. chemlcala. . 

PerahareDeu($1 

UVX operaloo Irani 140 laciiUioo: 1_191n the U. S. 
ond 21 ·In C.nodo, with a totol of .aboul 4.~J11IIIIon 
•quare teet Of combjned offlae and warahofte 
epe"co, of which 3. t mimoo ia owned and the ro-

. mainder_ loaaod. · 

l111pertent Develop111•nts 
Jun. 'It- UVX announced tn. aequiajtion of 
BoQer lndullrlal Dlatributlon Group lrom Kongobo Ind....,., (S-~ ollhough final opprOYallo ac­
quire BoijOr'o Swi!H~and opoi'allonolo otill pond· 
inu. Bollor oleo Oi'"'!'teo In tho U.K.. Scondlnovle 
olld holf. and hod 1990 oaln of about $380 mil· 
lion- uvx wtn own 11"1.., of Boiler wtlh moot of tha 
balance controlled bf Pakltood HOidinll• N.V. 
UVX"oinlllol_invll1m.om In BoiJor,l"cluomu tho_ 
SWioo -rations; woll bO about ..,.s mlllon. 

IIUI......,.. report expectld In IN Soplombor. 
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2370 Unhrar Corporation 
lnoome Data (Million $) , .. 'lloO,.. ·- loci. at 'llolllof. en.r .. """'loci. ..... ...... O,O..Ioc. ...... c:.o. Eoo. Dopr • Ill~ E ... ,, ... ..... 'Hoi""· ., ...... Cool!flow 

11111 1,396 18.0 4.0 41.4 14.2 13-e au 4U'IIo II.& 1.4 13.8 1980 1.3711 61.5 4.5 311.8 14.4 14.4 ae.o 40.2'lb 21.5 1.~ 311.8 
1989 1,306 58.0 4.3 31.8 13.6 12.2 33.9 41.0'llo 20.0 1.5 33.8 0111138 1,117 42.8 a.e .18.9 13.7 10.3 2U 47.9'llo 11.2 1.0 24.9 c '1987 893 14.6 :01 95.8 8.2 6.3 1.6 IIU'lb 0.7 0.1 8.9 '1988 538 1§.~ 3.0 ' 12,4 4.8 8.1 u 36.3'111. 4.3 0.8 8.1 
111811 852 25.7 2.7 . 18.2 8.0 9.8 211.5 38.001> 15.8 1.7 21.8 '1984 881 24.§ 2.8 12.5 5.2 §.4 12.3 40.0'llo •n . 0.8 1:08 
1183 930 34.2 3.7 23.7 11.8 20.1 5.0 NM 1.1 0.8 17.1 1982 1154 48.4 4.9 48.1 9.6 21.8' 24.4 24.1 ... 18.11 1.9 28.0 

Bale"" Sheet Data (MIIUen $) 
Cwr. , .... 1111.011 Looo - --· "~'""' """''" ...... Coolo - 1.1111. -- - TIOoDolll _, Clpllll ore.,. EqoiJ 

111t1 1&.7 218 209 1.4 &28 a.n. 138 148 1107 . 4'.1 14.0 ~. -· 
1990 13.3 278 204 1.4 477' 4.r... 118 132 259 '44.9 1U 
1989 7.5 280 1118 1.3 431 4.8'llo 103 1111 219 47.2. 18.9 11188 6.6 235 187 u 385 S.O'llo 1111 96 211 54.7 12.3 
11187 Nil 184 143 1.4 347 o.a... 103 95 180 54.2 0.9 11188 0.1 107 77 u 187 1.7'lb 59 45 100 54.~ 8.1 
18811 •.5 212 140 1.5 303 5.3% 81 96 161 38.1 15.9. 1984 2.3 188. 125 1.5 287 U'lb 53 '102 159 .au 7.4 
1993 5.1 223 148 l.li 382 U'lb '·'117 96 230 110.9 5.3 1982 4.3 225 148 1.5 373 5.4 ... 117 811 222 5.:!.8 20.4. 

( 0a1a ·~ ~ 1.~11111f0tt,Vorr.t:::c a.Ellc~. ~~~~~c.,...... a. ~llllll'llt.lllf~ ........ .,. r..n. rtf dltc:ont ·~- 1VI8, 1 ... ·~ dl$1101. PIIWfol 

Net hlea (IIHiion $) $15.84 .. ch to Oow Chorniaoillo fund tho~ 
a..tltr: 111VHI:! 1980-81 1989-90 1988·110 lnduotrial ooqulaKion. Under on agtHmont. X 

380 
nioy pot 'T. to 2.8 million mora ohor .. lo Oow Moy ................ 371 382 324 bel,._ on t, 1982, ond Doo 31, 1988. oUhough ~1t'!'J.q,L~!}f'! Aug ................. 382 354 339 Dow's ..,..,.hip connol extlld 21'lb, Nov ................. 353 3411 329 

Fob .... ,., .......... 319 317 318 In April 1881,1ho :':l"'l""~ •= lho 
1,316 1,379 1,303 dlolrlbUiion ••set• of ol i... . for sa.e 

million. · 
Booed oo o brlof rej)ort, oolos for lhe 1""""' 

Dividend Data anclod Ma~ 31, 111111. roo• 4.1'10. ~or o year, aided by t • acquisition Of a nart eaatern u.s. 
Dividendo hovo hoen paid llinoo 1935. dlalrlbUIO<. Pro!Kobilily wao ,...,.1y .,CN<O<I by 

eofl economic condltlons, which reo lo.price Ami of Oslo Ex·dv<l. Stool< ol Pat.;""' conoosslono ond maraln pra88..,.., Nellncomo foH Dlvd. $ Dod. Dolo Rocord ... 7~'10. to $890,000 ($0.00 • ohore) from $4.~ mn~on 
0.07'k Ocl. 21 Nov. 5 Nov. 12 Dec. 4'110 ($0.32~. 
o.or•h Jon. 21 Fob. li Feb. II Mar. 5'91 · Com111on.Shore .. mlngs ($) 0.07'/o May 3 May a May 14 "'"" 4'DI 

Quartor: 19111·92 1980-91 1989-90 1888-88 0.07'" Jun. 21 Aug. 8 Aug. 12 Sop. 4'DI 
May'" .............. 0.00 0,32 0.27 0.23 
Aug ................ 0.32 0.32 0.35 CapiQUgtlon ( Nov ................. 0.28 0.32 0.30 
Fob ................. 0.20 0.31 0.28 ~ Tonn Oso~ S135,5ar.ooo. 

1.10 1.22 1.13 
COnomon stoct: 18,508,800 oha. ($0.33'4 par). Fino noM Pokhood Holding, N.Y. -• obout 3 1'10. 

In June 1881, UVX raiood $30,1 m~tion lllrouah lhe lnotiiUIIona hold oPPI'I»dmaloly 21%. oolo of U miHion common ohoreo (8.1i'llo) 11 Shoraholcloro of iocord: 6,200. 
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PETTY CMSl-1 
CMiH IN rmm;. 
"lltll~'f l'f:R~i lN'JEl;''l'I~~Nl'~; 

All.fli.IAI .. I(;t:. I'"DI': l'if>RI'o.<':T VAFllA'I'I!:IN 

NC"!" !NIJF:ST;.tF.:y•J'I;, 
At~CflUNTf:l REC:E~v.r.m.L: 

ALJ.f)l.lAI~GE FOf~ IK"H.I~•·f~tiL ~CCOUNTti 

NIJ"fl::~l RECF.:JV~l•t.r.: 

~T Ffl'.I;I,:(V""!lLGl 
ACCOtii'1Tiii F'.;l;r:E;:IVAUI..f.: 
ACCOUNT!'. ~l:;:r:t".ll#ot'<Lii: 

l'R~;\)f. 

f.:-JALLXON 
fl1'HEf.> 

.v;r.QI.IN'I'!: f~r.L:L"t:VAI'<LE ~!01.11~ 

~I'IP\...1:\"T'~~- Af1Vt.NCEB 
~NVT-:N'z'[JI;y ~CI..I,!E.Nl"f> ~>Nfl ;,:H~il'l r!.:AL,I; 

IJIIVENTiJF:Y PACL~,:.,C,lf'l[:l 

/1ET TNVI\NT'ORY 
UMENTCIRY tli\J•CNGf: ALLOCI\THIN 
~NVI;"N1'1:JIH t'lJEI. 

F'l<ti.I'Al.ll INCUHE T;',XEI> 
1-"f<~~~·~UD HfrEfdOST 
~·RE"J'"~ Ul f-"ROPET-:TY I Ald.:u 
J>REf'AlD 1Nf'I)I<ANI':Io: 
f'f:!EP ... n• NTTIJ t.t;'AI':\,;' 
JlJ~I:'f'ATfl F"EE!3 
f'"/'li':PA Ul I:IYII~I~ EXI'"I;I·IIil'., 
uCPOGH:.l 

TOTAL C\!HI"'1N'I .:.CI~CT~.i 

t"T:.n:;:\1 All~IH!! ~ &!"r CQRT 
l!~M~~ 
OFFICI:. ·rt-;;IITI,~;:I!l,; 

~'~jL:K3, ·rr~IL:::H& ~1'1~) AuTtlll 
"IAN"~ AN1.1 PLANT f::~.)J"F'MF;N"T 

f"lJI':!IIXTIJRE N-IT< ,:·i:<t·u~ 

PLANT 
C:ONIJTRUCTX~ ~N 1'1-<UL~t:!)~.; 

"I n"t AI I~ j :<r:n A98ETI":I-
LFJ-It~: (oL:<;;I.)MI..ll.)o"!"I::D f.<E.f>f1EGII\l"HlN 

)'01;,"1 ~·al'.l.> ~!l81.:"1"::l 

oTl-ll:.fl A~lm:·t'lt 
TOTAL- ~)'f11r:Fl! 11110CT8 

,..,.;.~)! "HJH-d... AS8ET8 

I:UI.;:r-n:.N'!' l.IAJ:::::LITU.I:l 

r.ccou~T~ PAY~~<r.•··" 
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FOf";. 8/31/';'l 
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"llb.393o=!-8 
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At1t;Rtl\<"!) wnr;l'.f'ot..N!l Cl.iMr>E:I-'l.W\T JON IN~,;, 

AC'f.:RU\-"11 1\Xlll' f.;(f"!;;:"''i'"' 
p ... Y~l'll..,l. IAXI::'3 F·~o'MHI..,t; 

fll'll.n:1'• tA>(r.:tl I'V!YABLI-: 
lHCt:J11;' fA~'(;:!l Pi'tiW•!li,,F' 
Ol~~'fCol'lfm toii.PO~tr:,J .,. r.!.I111AJN£R\:l­

Ji)11"~,1.1Yt:.C. ll~:t>IEVX I >~NH wt.:l...~"llf~i: ~~.,1'1!:1 

NrlTrf~ f•AWol!\.tS: f...t.IW<t.r~l 

Ar'::t;l'lW.::t.o f'ROF!T iOllo~IUtlO 

l.('!Nfi 1l<Nh· LMlUf.lTlCJ; 
N(U't. f'M MILr< -1. T 

UHARF.:HOl.(o~¥'/i~' IWUJT'( 
~AI"~'! AI. UTOC!~ 'J,I>o:l.<.l !"o:Oft VI'ILlll> 
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~4,6.(,1:; !:IHilR~:<> j'l~fl111:;1:! 41. 01J"''f>1(1NIIINI~ 

Pr.ttl ·(f<l 1;API'riooL 

RTi,'f,p,INEI• E:hRN'tNI}!.i - !Jl'filNil~f'l(; 

NI;T nmo~n:: on u,tl'lr~; 

r.!J:W~!N!::t:o ""'"'•m~tm 

O:.IJOElES CI'I'MlCAL CIJI'II'ANV, iNC~fMJ4'1tt.Tii:1o 

\lVlO::, f~)i'o."EH>'II;I>I IWLNul.! 

MANl'A n:: :;iF·RTNBS, ~:;;:...IFOfl'NIA IIQ£<7(1 

i,::!OO.OO 
l:::,t.'::i?,.-17 
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ld•l!'< 
~,,1¢0,00Ck 
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Attn: Mr. John Locke 

Gentlemen: 

You have requested we establish the fair market value of the common stock of Angeles Chemical co. for Employee stock ownership Trust (ESOT) purposes as of April 30, 1990. 

our evaluation places a fair 111arket val1.1e o.f $1, 52?, 885. on the COIIllllon stock of Angeles Chemical Co. as of April 30, 1990. Based on 54,065 A and B common shares outstanding, the val1.1e per share is $28.25. This evaluation is derived from adjusted book value and is discounted for restricted marketability. The valuation conclusion was transmitted orallY to John Locke on October 3, 1990. 

Earnings 
climate. 
stock be 

prospects can change, as can the general economic 
Federal regulations require that the Company's common 

reevaluated at least annually for ESOT purposes. 
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BRAMSTEDT ASSOCIATES, INC. 

c:-;... :f1'?1. ~ .. ' ~ 
Eric M. Bramstedt, CFA 
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I. INTRQPUQTION 

Angeles Chemical co, ("Anchem" or the "Company") has requested 
Bramstedt Associates, Inc. render its opinion as to the fair 
market value of the Company's common stock in connection with 
transactions involving the Company's Employee Stock Ownership 
Trust (ESOT). This valuation is based on financial data provided 
us for the five fiscal years ended April 30, 1990 and is derived 
from an adjusted book value methodology. 

In that regard, Bramstedt Associates places a fair market value 
of $1,527,885 or $28.25 per share on the common stock of Anchem 
as of April JO, 1990 based on 54,065 A and B shares outstanding. 

Anchem is a closely held corporation with no present market for 
its common stock. It is a regional Southern California liquid 
chemical distributor whose products are primarily used in indus­
trial and commercial coating applications. Sales in fiscal 1990 
were $8.1 million, having dropped 52t from a peak of $16.8 mil­
lion in fiscal 1982. The Company lost $239 1 000 and $110,000 in 
fiscal 1990 and 1989 respectively, its first losses since An­
cham's founding in 1972. Like all chemical processors and 
distributors, Anchem is confronted with significant environmental 
regulations which are affecting its basic business. However, the 
potential soil and underground water contamination problems at 
the company's plant are not as serious as anticipated a year ago. 

Anchem has a reasonably liquid balance sheet and no long-term 
debt. This factor, the environmental issues, the uninterrupted 
sales decline and the current operating losses are significant 
elements in this appraisal. 

Scope of the Valuation study 

The purpose of this valuation study is to determine the fair 
market value of a minority interest in the common stock of Anchem 
as of April 30, 1990 for transactions involving the Company's 
Employee stock Ownership Trust. 

In performing this valuation study, a variety of data and assump­
tions was used. The financial information on past performance 
was gathered from the financial statements of Anchem as prepared 
by its accounting firm for the past five fiscal years. we have 
included in Appendix I a copy of Anchem's most recent financial 
statement, for the fiscal year ~nded April 30, 1990. 

Projections of expected future financial performance through 
fiscal 1991 were provided by management. The appraiser has 
visited the company's facilities in Santa Fe Springs, California, 
most recently in June 1990. Interviews were held with members of 
management and with certain outside sources with regard to the 
chemical distribution industry generally and specifically about 
several important environmental/regulatory issues facinq the 
company. 
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In ascertainin9 the value of the Company, published data on 
publicly traded companies were utilized in an effort to find 
comparable companies. There were no companies which were found 
to be directly comparable. 

Prior ESQP valuations and Reports 

Anchem's ESOP was established during fiscal year 1984 as a 
conversion from a profit sharing plan. ESOP valuations for 
fiscal years 1984, 1985 and 1986 were prepared by Charles B. 
Stark, Jr., PC; the fiscal 1987, 1988 and 1989 valuations were 
conducted by Menke & Associates, Inc. The table below illus­
trates the aggregate ESOP (minority interest) values relative to 
certain financial criteria for fiscal years 1986-90: 

ESOP yaluation Summary 
f19S6-1990 

Timtl 
Aggreqate Percent of Oroe• Working 

~ ESOP yalut ~ Astctw Equity Profit capitel 

4/30/90 
4/30/89 
4/30/88 
4/30/87 
4/30/86 

$1,5~7,885 
1,635,995 
1,730,000 
~.1~2,604 
2,600,000 

18.8' 
18.2 
18.3 
20.2 
~1.4 

54.7\ 
53.9 
56.5 
65.0 
79.2 

85, 
81 
81 

100 
127 

0.79X 
0.79 
0.72 
0.78 
1.17 

1.14X 
1.08 
1.15 
1.46 
1.56 

Per-share values were: $28.25, $30.25, $32.00 and $39.25 on 
54,065 Class A and 8 shares in fiscal 1990, 1989, 1988 and 1987 
respectively; and $48.20 on 54,209 A and B shares in fiscal 1986. 

Menke & Associates' fiscal 1987 (dated November 1989), 1988 
(October 1988) and 1989 (September 1989) valuation reports are 
herein incorporated. Among other information, these reports 
contain a description of the chemical distribution industry; 
Anchem's history, operating description and management; and the 
valuation methodologies employed. 

Limitations of this valuation 

In preparing the valuation, Bramstedt Associates relied upon and 
assumed the accuracy and completeness of all financial, statisti­
cal and other information provided by Anchem. Bramstedt Associ­
ates also considered information based upon other publicly avail­
able sources which it believes to be reliable, however Bramstedt 
Associates and the appraiser do not guarantee the accuracy and 
completeness of such information and did not independently verity 
the financial statements and other information. The appraiser is 
not aware of material omissions or understatements which would 
attect values contained in this report. The !air market value 
arrived at herein represents the appraiser's considered opinion 
based upon the facts and information presented to him. No 1e9al 
opinion is expressed by this report and its accompanying docu­
ments. 
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This appraisal is intended for the purpose(e) stated herein. Any 
other application by the Company, its shareholders and others may 
not be appropriate, 

Neither the appraiser nor Bramstedt Associates, Inc. has any 
present financial interest in Anchsm, and the fee for this 
valuation is not contingent upon the value(s) determined. This 
report was prepared by Bramstedt Associates as a subcontractor to 
Sansome Street Appraisers, Inc. The qualifications of Bramstedt 
Associates to undertake this valuation are summarized in Appen­
dix II, 
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'II. YAWATION PROCESS 

The stock in this valuation has been evaluated baaed upon: 
(1) the pertinent principles, regulations and guidelines or the 
Internal Revenue service; (2) analysis of the Company's financial 
statements; (3) thorough discussions with management; and 
(4) analysis or relevant industry conditions and other factors. 

Dafinitions 

The following terms will recur throughout the valuation and 
should be understood by the following definitions, except as 
otherwise noted: 

Fair Market value -- The Internal Revenue Service has 
defined "!air market value" in Revenue Ruling 59-60, issued 
in March 1959, as: 

• ... the price at which the pror-rty would change handa bet-en 
a willing buyer and a willing ••ller when the former ie not 
under any compulsion to buy and the latter ia not under any 
compuleion to sell, both partiee having reaaoneble knowledge 
of relevant facta. Court decision• frequently etate, in 
addition, that the hypothetical buyer and aeller are aaaumed 
to be able, ae well ae willing, to trade and be well informed 
about the property and concerning the market for such prop­
erty.• 

This definition is widely accepted and used in courts of law 
and in tax literature and is the most widely used approach 
in valuing closely held securities. It is the basic defini­
tion upon which we have relied in determining the fair mar­
ket value of the Company's stock. Revenue Ruling 59-60 was 
issued for estate valuation purposes, but is not limited to 
that use. It serves as a guide in virtually all valuation 
situations requiring the determination of fair market value. 

Pretax and Pre-Contribution Earnings -- Pretax earnings 
refer to earnings or income before federal, state and local 
income taxes. Pre-contribution earnings refer to pretax 
earnings before discretionary employee benefit plan contri­
butions. 

la2f -- Employee Stock ownership Plan and ~ -- Employee 
Stock Ownership Trust refer essentially to the same entity 
and fo.r purposes or this valuation can be considered inter­
changeable. 

IRS & DQL Guidelines 

In general, a company whose securities are traded in volume by 
informed persons in a free and active market has its fair market 
value determined continuously. The prices at which the securi­
ties of such a company trade are a reflection of the collective 
opinion of the investing public as to what the future prospects 
of the company are at that point of time. However, when a stock 
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is traded infrequently, or is traded in an erratic market, or ie 
closely held, such as in the case of Anchem, some other measure 
of value must be found. 

The Internal Revenue Code of 1954, Section 203l(b), specifies 
that the value of stocks and securities of corporations not 
listed on an exchange or freely traded " ••• shall be determined by 
taking into consideration, in addition to all other factors, the 
value of stock or securities of corporations engaged in the same 
or a similar line of business which are listed on an exchange." 

Revenue Ruling 59-60, issued in March 1959 for estate valuation 
purposes and extended to include the determination of fair market 
value of closely held businesses for income and other tax purpo­
ses by Revenue Ruling 65-193, further develops a set of eight 
criteria which, while not all-inclusive, are fundamental to the 
appraisal of the fair market value of closely held companies. 

The Department of Labor has issued proposed regulations on 
"Adequate Consideration" which address valuation issues affecting 
Employee Stock Ownership Plans. These proposed regulations 
endorse Revenue Ruling 59-60 and set forth other factors to be 
considered in valuing securities for ESOT purposes. 

Consequently, this report has considered the following factors: 

History of the Company and Nature of Its Business 

Economic Outlook in General and condition and outlook of the 
Industry in Particular 

Book Value of the Stock and Financial Condition of the 
Business 

Earnings Capacity of the company 

Dividend Paying Capacity 

Whether or Not the Enterprise Has Goodwill or other Intangi­
ble Assets 

sales of stock and Size of the Block of Stock to be Valued 

The Market Price of Stocks of Corporations Engaged in the 
Same or a similar Line of Business Having Their Stocks 
Actively Traded in a Free and Open Market or Over the 
counter 
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The Effect of ESOP Contributions on Fair Market Yalye 

Anchem's ESOP was established in fiscal 1984. The company made cash contributions of $9,500 in fiscal 1989 and $13,9.00 in fiscal 1990. 

The implementation of an Employee Stock ownership Plan may have a material effect on the profitability and cash flows of a business enterprise. The effect on profitability and cosh flows can, as a consequence, directly impact the fair market value of the busi­ness enterprise. The degree of effect depends on how the ESOP is funding the annual contribution itself (cosh or stock). 

An additional consideration in determining fair market value tor an ESOP company is how the Company is providing for the emerging liability created when vested terminated plan participants tender Company stock for redemption. 

For datailed discussions of the effect of cash and/or stock contributions on earnings, cash flows and book values and of the 
impact of emerging liability treatment on ESOP stock marketabil­ity, see Section II of the November 1987 valuation study prepared by Menke & Associates. 

Comparability in Accounting Methods 

The accounting profession allows a number of alternative account­ing treatments in areas such as inventory and depreciation 
accounting. Depending upon the particular accounting method 
utilized, reported earnings may differ materially within a given year. These accounting treatments, which are permitted under 
Generally Accepted Accounting Principles (GAAP), are usually one• 
time decisions. Once a company has opted for a particular 
accounting treatment it cannot change between various accounting alternatives year after year without good cause. Because of 
these rules, accounting statements for a particular company are 
generally comparable from year to year. This comparability, 
however, may not exist from company to company even if they are 
in the same industry. This is especially true it one is compar­
inCJ a "public" company with a "closely held" company. 

A further discussion of the differences and economic ramifica­tions of public and private Company accounting procedures is also found in Section II of the November 1987 valuation study. 

piscounts to Fair Market Value 

The marketability of the company's stock, the control position of majority shareholders, and the relationship of these factors to the block of stock being valued can also affect the concluded value. 

Closely held stock, which lacks marketability, is far less 
attractive than a similar stock with ready access to the public 
marketplace. In valuing a block of stock, Revenue Rulings and 
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cou~t decisions·provide a basis !o~ concluding that a discount is 
valid !or an absence of marketability if the value base does not 
already ~eflect the lack of marketability. 

Fu~ther, ·a minority stock interest in a cloaed corporation is 
usually worth much less than a prop0rtionate share of the entity 
value of all the corporate stock. Discounts can range f~om lOt 
to lOt or mo~e. When minority interest and lack of marketability 
discounts art.> both applied, they are sequential. 
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III. CQMPANY ANQ INDUSTRY 

Angeles Chemical is a resale/distributor primarily of liquid 
industrial chemicals used principally in the coating process. In 
fiscal 1990 sales of solvents were $4.9 million, packaging-­
$556,000 and Bortz--$2.7 million. Solvents are for the industri­
al markets and packaging and Bortz for the commercial sector, 
maintaining the 60-40 sales ratio of the past several years. 
Bortz and packaging carry about 25% better gross margins than 
solvents. Bortz, as explained in previous valuation reports, is 
a packager of paint thinners and finishes for the consumer/retail 
market which Anchem acquired in fiscal 1986 to broaden its sales 
bcase. 

since the peak in 1982 at $16.8 million, Company dollar sales 
have dropped over 50\ to $8.1 million in fiscal 1990. Physical 
volume has declined even more because of periodic price increas­
es. Price and cost changes in fiscal 1990 were moderate, at less 
than 2%, however, as dollar sales fell 9.6\ and product gallons 
shipped fell 11.1\ year-to-year from 1.7 million to 1.5 million 
gallons. The multi-year sales fall-off reflects the loss of 
major ($1 million-plus) accounts as several customers moved out 
of Southsrn California or Changed their supplier source away from 
southern California. The ever-increasing environmental regula­
tions in Greater Los Angeles have created a prohibitively expen­
sive and difficult operating circumstance for chemical processors 
and distributors. 

In 1990, Anchem had about 160 active industrial customers and 320 
in the packaging division, off about 50\ and 25t respectively 
from several years earlier. All are located in Southern Califor­
nia. Ellis Paint Company, owned by Robert Berg, an Anchem 
founder and shareholder, is an important customer. 

Anchem•s basic raw materials are these organic chemicals--propyl­
ene, methanol, toluene, xylene, ethylene glycol, acetone and 
isopropyl alcohol. These are forms of petroleum distillates 
which ars purchased from Shell, Chevron, Union Carbide, Exxon, 
celanese and Vulkan Materials. The Company has on-site 32 
underground storage tanks of 5,000 to 20,000 gallons capacity 
each and three above-ground tanks (old railroad tank cars) of 
a,ooo gallons capacity each. 

Anchem operates out of administrative offices, packaging and 
storage facilities on a 1.a acre site in santa Fe Springs, 
california. The structures and improvements are Company-owned, 
while the underlying real estate is owned by a partnership 
comprised of the three founding stockholders--John Locke, Robert 
Berg and Arnold Rosenthal. Mr. Rosenthal is no longer active in 
the Company. Previous report discussions concerning the sala of 
the underlying real estate to the Company by the partnership are 
in limbo because of contamination issues discussed herein. 
Anchem is no longer renting downtown Los Angeles warehouse space 
from Robert Berg. The Company may build a warehouse at Santa Fe 
Springs. 
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As of the summer of 1990, Anchem had 26 full-time employees 
versus 31 and 34 a year and two years earlier respactively, 
reflecting the downsizing of the company. The Company has also 
reduced temporary or part-time help. 

Management and OWnership 

The Company officers as of summer 1990 werel 

Oft leer 

John Locke 
Robert Berg 

PrQaident, cso 
secretary/Treasurer 

Joined co. 

1971 
1971 

~ 

64 

Controller James Froelich left Anchem in early 1990 and has been 
replaced by a part-time. consultant, Tim Mahoney. Candy Hutton, a 
long time employee, has been operations manager since 1989. 

The Board of Directors consists of John Locke, Robert Berg, and 
Arnold Rosenthal. A company founder, Mr. Rosenthal sold his 
stock to the ESOP in 1984 and had a consultant agreement with 
Anchem at $57,500 per year, the last payment of which was in July 
1989 (fiscal 1990). Mr. Berg's primary employment is President 
of Ellis Paint Co. 

As of April 30, 1990 there were 40,000 Class A and 14 1 065 Class B 
common shares outstanding (excluding treasury stock) as follows: 

Holder 

John Locka 
Rob•~t Berq 
ESOP 

Total 

Numbar of Shares 

20,000 A ahar•• 
20,000 A aharea 
14.065 a eharea 

54,065 A&B share• 

37, 
37 
~ 

100\ 

Class A common stock is voting and Class 5 is nonvoting. Other­
wise, the two classes are equal. A valuation discount for the 
nonvoting Class B stock has not been taken by the prior apprais­
ers nor by Bramstedt Associates since the stock is in an ESOP 
where voting rights are not passed through in any event except 
for major corporate issues. 

EnxitRnm~ntal Issues 

The September 1989 Menke valuation study discussed in detail the 
environmental issues and regulations confronting Anchem and 
chemical processors and manufacturing generally in greater Los 
Angeles. Specifically, Anchem must comply with a number of 
regional environmental regulatory agencies. These include the 
South coast Air Quality Management District, Environmental 
Protection Agency, Water Resources Board, California Highway 
Patrol (hazardous material, permit inspections, etc.), Fire 
Department Of the City of Santa Fe springs, and others. ·· Anohem 
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has no envi~onmental agency actions, citations o~ violations as 
of this ~epo~t date. 

One pending ~egulation would ban the use of cha~coal lighter 
fluid and restrict the manufacture of certain paints and solvents 
in the Los Angeles Basin. Howeve~, the most imminent issue 
facing Anchem is the possible existence of su~face and unde~­
g~ound soil and wate~ chemical contamination at the Santa Fe 
springs site. The pollution question has also impeded the 
p~ope~ty owne~ship t~ansfer discussed ea~lie~. 

As of Septembe~ 1989, scs Engineers, Anchem's envi~onmental 
consultant, had just been ~etained and neither it nor the Company 
could then quantify the scope or magnitude of Anchem's possible 
contamination p~oblems, which potentially could have involved 
majo~ investigation, clean-up o~ remedial costs. Anchem has no 
envi~onmental liability insu~ance nor had any reserves been 
established. 

In the inte~vening year, scs has completed several core and one 
groundwater well and related analysis. Minor surface contamina­
tion was found from run-off. Some chemical contamination was 
detected in the g~oundwater well which source may be part 
Anchem's and part from a contiguous McKesson plant site. contam­
inant levels are low and will not require extensive treatment, 
according to scs. The underground storage tanks were not leak­
ing, which will obviate the need for expensive repairs and 
monitors, and the tanks will not now have to be replaced. 

The Water Resources Board may require more groundwater test 
w•lls. The Company conducts regular inventories to monitor for 
tank or pipe leaks. Testing costs (SCS) in fiscal 1990 were 
$21,000 and may be the same in fiscal 1991. 

As of the summer of 1990, Anchem is in compliance and is not 
facing any significant operational or financial constraints from 
environmentally related problems. As contrasted with a year ago, 
there are no major prospective remedial or clean-up costs. For 
the time being, the Company has the financial resources to handle 
the anticipated testing and compliance procedures. Its ability 
to conform at this time with more clearly defined environmental 
obligations is a positive valuation consideration as compared 
with the uncertain situation at the April 30, 1989 valuation 
date. 

The Industry 

Chemical manufacturing has a real growth rate that is 15\ to 20t 
above the GNP and an increasing portion of that is sold through 
chemical distributors. Thus chemical distributor sales are 
growing faster than chemical manufacturing sales as distributors 
increase their market share. 

The chemical distribution business is estimated at $14 billion 
(St of total chemicals produced) which is sold by 1,000 distribu-
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tors. The largest of these is Univar Corp. with annual sales of 
$1.4 billion. The top 50 hold about half of the market with an 
approximate $6.7 billion of sales shared by 950 companies or a 
simple average of $7 million per company. The top four distribu­
tors are.publicly held or divisions of public companies while the 
small operatoJ:"s are privately owned.. The large companies are 
genel:"ally growing faster than the smaller pal:"ticipants. 

The number of new distributors entering the business is shrinking 
and smaller companies are leaving the business or are being 
acquired by large companies. The major reason for this contrac­
tion is the mass of federal, state and local regulations on 
environment, health safety, storage, transportation, labeling and 
worker and public disclosure. Large resources are needed to meet 
the consequent legal, technical, insurance, and operations 
requirements. Private company owners• net worth is increasingly 
at risk. Attempts to exit the business or to sell private 
company stock, facilities or real estate may be entangled in 
potential environmental liabilities. Such has been the case at 
Anchem where the stockholder/founders have bean trying to sell 
the Anchem real property site to the Company for some time. 

(Note - The above industry information is excerpted from Univar 
Corp.'s 1990 annual report.) 

Financial Analysis and Reyiew 

Anchem has provided Bramstedt Associates with financial state­
ments tor the fiscal years 1986-1990. These financial statements 
have been thoroughly examined and discussed with management. A 
copy of the Company's financial statement for the fiscal year 
ended April 30, 1990, prepared as a compilation by Arthur Buhlman 
& Co., CPAs, is attached as Appendix I. 

The results of our review and analysis of Anchem's financials are 
contained in the exhibits outlined below: 

Exhibit A -- comparativ• Income Statement, PT1986-1990 
Exhibit B -- Comparative Balance shaata, FY1986-l99o 
Exhibit C -- Selected Financial Ratioa, FY1988-1990 

These exhibits are presented at the end of this section of the 
report. The following comments and observations are based upon 
Bramstedt Associates' review and analysis of the Company's 
financial statements. 

Exhibit A contains Anchem's comparative operating statement in 
terms of dollars and dollars as a percent of sales for the period 
fiscal 1986-1990. Sales in fiscal 1990 dropped 9.6% or $864,000 
to $8.1 million, the lowest since 1978. About half of this drop 
was in lost charcoal starter sales during the last tour months of 
the fiscal year when Chevron's El Segundo refinery could not ship 
feedstock because of a fire. ·chevron shipments resumed by June 
1990. Thus·the real sales decline year-to-year may have been 
about $400,000 which would equal the smallest dollar annual drop 
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(Fl989/88) in eight years of consec~tive sales erosion. The Company shipped 1.5 million gallons of prod~ct in 1990, down 11% from 1.7 million in 1989, indicating prices may have risen 1.5t. originally, management forecast that sales wo~ld stabili~e at $9 million in fiscal 1990 when they may be stabilizing at $B mil­lion pl~s, which is management's projection for fiscal 1991. 
Cost of sales fell $746,000 or 10.7% to $6.2 million (76.2t of sales) in fiscal 1990 from $6.9 million (77.1%) in fiscal 1989. Gross profit was down slightly at $1.9 million in 1990 so gross margins rose to 23.8t in 1990 from 22.9t as raw material costs were stable. Gross margins in fiscal 1987 and 1988 were around 26t. Of course, refinery product costs have risen sharply since the Iraq invasion of Kuwait in early Aug~st 1990 and the Company has been able to maintain margins so far by raising its prices. This s~bsequent circ~mstance is not an applicable consideration for a val~ation as of April 30, 1990, however. 

Operating expenses were $2.2 million (26.9%) in 1990 or the same as in 1989 when they were 24,St of sales. Administrative sala­ries rose $52,000 in fiscal 1990 as officers took their fiscal 1989 bonuses in May 1989, the first month of fiscal 1990. No bonus was paid in May 1990. other accounts showing increased expenses were sales and direct wages, auto and travel, plant and truck expense, tank testing and professional services. The latter were mostly for legal costs associated with contamination 
clean-~p problems on a site leased by Anchem in the mid-1970s. Management believes the company may be able to recover these legal fees from the building's insurance carrier, Anchem will experience legal and environmental testing costs again in fiscal 1991. 

Offsetting lower expenses were experienced in indireet wages, outside labor, drum maintenance and freight out. The $118,000 fall-off in gross profit, combined with flat operating costs year-to-year, caused the operating loss in fiscal 1990 to widen by $103,000 to $248,000 from $145,000 in fiscal 1989. 

other income fell to $56,000 (mostly terminaling charges) from $105,000 in 1989 when there was a nonrecurring asset sale of $42,000. Other expense was lower at $47,000 versus $112,000 in fiscal 1989 which included a $46,000 loss on stock sale. Other expense in fiscal 1990 includes the last consultant tee payment of $38,000 to Arnold Rosenthal. 

The pretax and net loss were both $239,000 in fiscal 1990, about double fiscal 1989. The Company has used up its tax loss carry­back and now has an undetermined tax loss carryforward. 

Exhibit B contains Anchem's comparative balance sheet in dollars and dollars as a percent of assets for the period fiscal 1986-1990. 

This statement shows that total assets dropped 8,1\ or $246,000 to $2.79 million at April 30, 1990 as compared with just over 
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$3 million at April 30, 1989. This is the tirGt time that total assets inveeted in the business have dropped below $3 million 
since 1982. 

The decline occurred in a $160,000 drop in current assets to 
$2.3 million (83.3% of total assets) at April 30, 1990 as com­
pared with $2.49 million (81.8\) at April 30, 1989. Net fixed assets year-to-year dropped $87,000 to $465,000 (16.6t). 

The Company remains liquid, with $341,000 in cash and equivalents (12.2\) at April 30, 1990 down slightly from year end 1989. 
Accounts receivable were up modestly to $1.2 million (43.7\) 
while inventories declined $101,000 to $618,000 (22.1t) and 
prepaid expenses and other current assets declined $110,000 to $147 1 000 (5.3\). The main decline in inventory occurred in the 
Bortz or commercial packaging product line. 

Current liabilities at $983 1 000 (35.2\ of total liabilities and equity) were essentially the same as at April 30 1 1989. Of the major components of the current liability accounts, accounts payable was up about $70,000 to $773,000 (27.7t) at April 30, 
1990 from $705,000 (23.2\) a year earlier. Deposits at $80,000 (2.9t) and notes payable at $83,000 (3.0t) were down somewhat 
from the April 30, 1989 figures. 

Long-term liabilities were a very modest $22,000 (.8t). These liabilities and the short-term note payable represent debt 
incurred for the purchase of a diesel tractor and obligations to Avco to finance insurance premium prepayments tor the fiscal 
year. 

Shareholder equity fell to $1,79 million (64.0%) from just over $2 million (66.7%) at April 30, 1989 and was the lowest since 
fiscal 1983. 

Exhibit c presents selected financial and operating ratios for the fiscal years 1988 to 1990. Working capital at April 30, 1990 was $1.l4 million, down somewhat from the $1.5 million at·the end of thG prior two fiscal years. Consequently, the current ratio, 
while still very strong, at 2.37X also fell moderately from 2.55X at April 30, 1989; the quick ratio at l.59X was unchanged from 
the prior two fiscal year ends. Sales to receivables was 6.66X, down from near ax in the prior two fiscal yaars as Anchem•s sales continued to decline. On the other hand, sales to working 
capital at 6.0X was exactly that of a year earlier. The compa­ny's inventory turns at 10X at April 30, 1990 were essentially unchanged from fiscal 1989. As stated earlier, Anchem essential­ly has no long-term debt. 
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Appendix I contains a statement of cash flows for fiscal 1990 
which is summarized and compared to fiscal 1989 as follows: 

Net caeh f~cm (uaad): 
ope~ating activitiea 
Invaating activities 
Financing activitiea 

Net change in caah 

$273 
106 
.llll 

S361 

$94 
(90) 
ill> 

$(30) 

Cash flows from operating activities of $94,000, is composed of 
the $239,000 net loss adjusted for depreciation charges of 
$194,000, a decline in the prepaid expense account of $90,000, an 
increase in accounts payable of $68,000, an increase in customer 
and other deposits of $36,000, and miscellaneous other items 
(which see). The net cash used in investing activities of 
$90,000 consists of $56,000 tor capital expenditures and a net of 
$33,000 advanced to Stallion Tank Lines, an affiliated company. 
Net cash used in financing activities of $34,000 is simply the 
net draw-down on principal loan payments over loan proceeds 
during the year. overall, net cash used in fiscal 1990 was 
$30,000. 

Conditions at Anchem at April 30, 1990 appear to have stabilized 
both environmentally and operationally. Management is suggesting 
that fiscal 1991 may replicate 1990 with sales of $8 million-plus 
and a comparatively small loss. The Company's inherent business 
viability, at least on a short to intermediate term basis, is 
preserved by its reasonably liquid and .long-term debt free 
balance sheet. 
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MIG&LI:S CHBHICM. CO. 

£xhiblt. i\ 

Oomaa,~t~ 1~~~ §t•~ ... u~. EU§§-J.!2o 
l$000) 

FYE 4/lDr U22 ~2§!'9 a a§ 12§2 U86 

Net sale• $8139 100.0\ $9003 lOO.Ot $944~ 100.0\ $10521 100.ot $Ul29 100.0\ 
co•t of Sdea U99 16.2 6945 77.1 7040 74.6 7787 74.0 9909 81.7 
0.:-o .. Protit 1939 23.8 2057 22.9 2402 25.4 2734 26.0 221!1 ,,.l 
Operating Jxp•n••• 2187 26.9 2203 24.5 .2497 26.~ 2640 2g.l 2136 17.6 

o~ratin9 ln~ome 12U) (3.0) (145) (1.61 (951 (1.0) 94 .9 83 • 7 

oth•r tncQflii!U 56 ·' 105 1.2 189 2.0 u .7 180 1.5 
Ottutt bpenavo (471 (.6) (1121 (1.2) CUll (1.3) (811) ( .8) (4$) (. 4) 

Pe.tax Income (Loeu) (239) (2.9) (152) ( 1.71 1291 (.3) 79 .e 215 1.8 
P~vl•ion tor Ta*ee 42 •• 43 .s (l2) (. 11 (?S) ( .61 

N•t InC¢mlii $.1l.U) (2.9) IJ.lJJ!) (1.21 $..JJ. .1 S--..il .6 $-lJ.'I. 1.2 

$0UnCRt Company finAncial etatomant• (unaudited). 
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ANCILBS CHEMtCAL 00. 

Bxhib.Lt. 8 

~tl~i!i IIIID~I lblet: 
J.1l!.li:::2l! 

(000) 

Aa'ot 4/301 122!! Ufl:l ;1;2!18 1212 1U6 
cu.rrant: A••at•• 

ca•h •nd liquid lnvutmnta. s 341 12 • .2t $ 311 12.2\ $ 243 7.9\ I 202 $.2\ $ 90$ 21.5\ 
ACQQQnt• r.caivable U21 4;:1.7 1139 31.5 1222 39.9 1323 40.5 1288 39.2 
Invant:or .lea 6U 22.1 119 23.7 7?3 2:5.3 194 24.3 $9? 18.2 
Prepaid expenaee/Qthet ..J.U 5.3 .Jl:l1. 8.5 ...lJl.i 6.0 ...:.l.l!Ji: 6.3 J..U 3.5 

Total 2l21 83,3 2486 81.8 2421 19.1 ZS26 ?7.3 2906 0a.s 
Ptxed Aaaeta at CO&t 1.831 1844 1124 1601 lD89 
Accumulated Dep~•~i•ti¢n (~I Cll!ll Cllllll .I.!Wll llll!l Net FLxed Allll~te •• :I G., 552 16.2 623 20,4 1U 22.4 371 11.3 

other A•••t• l? .s 8 .2 • 
Total A•••t.• $4LW, 100.0 $3038 100.0 Sl!W, 100.0 S.wi,t 100.0 $ll.U 100.0 

curr•nt Lilbilltiae: 
Aeeount• ,.y•ble s 773 27. '7\ $ 10$ n.n $ no 18.111\ $ 609 18.6\ $1119 34.1\ 
D.-podt• so 2.9 119 3.9 142 .... lU s.e 159 4.8 
Note pay.lbl• 83 3.0 103 3·4 83 2.7 193 S.9 
AQcrq~ ·~n••• ., 1.7 47 1·5 116 3 •• G8 li.l ., 1.5 
lnC<IIDII tax payable -- 9;s iOii ...l.Ul (2 .6) 

Total Tel 35.2 l2.1 m 29 •• 32.1 1240 37."1 

LOng-farm Liabiliti~• 22 .e 37 1.2 13 .4 76 2.3 

Sharehuld•r ~quity 17$7 64.0 2026 66.7 2136 69.9 2122 ~$.0 2046 62.3 

TQtal Liabili~ia• ' Equity $3,lU 100.0 ll!!i!.!l 1oo.o Si/.Wa 100.0 l.wi,t 100.0 $.U,U 100.0 
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ANGELES CHEMICAL CO. 

Exhibit C 

S@lected Ratio Analytil 
FX19BB-90 

rY 4/30: llli 
Liquidity Batioa 

Cur~•nt 
(Cu~~•nt Aaaeta divided 
by Cu~~ent Liabilities) 

Quick 
(Caah ~ Account• Receivable 
divided by Currant Liabilitiaa) 

Wo~kinq capital ($000) 

Salea/Raceivables 
(Sales divided by 
Account& Receivable) 

s~lea/Workinq capital 
(Salea divided by 
Working Capital) 

Coat of Good• Sold/lnventoriaa 
(Coat of Goode Sold 
divided by Inventories) 

Coverage Ratio! 

EBI'l"/Inte~est 
(Earning• before Intareet & 'l"ax 
divided by Interaat Expense) 

Calh Flow/Maturity L'l"D 
(Net Income + Depreciation 
Expenaaa divided by Current 
Portion of Lonq-Term Dabt) 

2.37 

1.59 

lJ44 

6.66 

6.0 

10.0 

Neg. 

2.55 

1.55 

1511 

7.90 

6.0 

9.7 

Neq. 

1.05 

2.65 

1.61 

l$09 

7. 73 

6.3 

9.1 

Neq. 

2.5 
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Exhibit C {~nt.) 

L~:!~J::Agl BAtie• 

Debt/Worth 
(~otal Liabilitiea 
divided by Net worth) 

Long-~arm Liabilities/Worth 
(Liabilitiaa over one year 
divided by Nat Worth) 

ona~~~~ng !!Siga 
Percent Profit before Taxes/ 
Net Worth 

(Pretax Profit divided by 
Aasata leee Liabilitiaa) 

Total Asset Turnover 
(Salsa divided by 
Avera9e Total Aaaata) 

Return on Equity 
(Nat Income divided by 
Avara9R Stockholder•' Equity) 

Return on Aalets 
(Net Inc~ divided by 
Average Stockholders' Equity) 

Nag. • Negative calculation 
Nom ... Nominal 

n 4/JO: 11!1! 

0.56 0.50 Q.43 

Nom. Nom. N0111. 

Neg. Neg. Nag. 

2.79 2.95 2.96 

Neg. Nag. Nom. 

Neg. Ne9. N0111. 
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IV. YALUATION 

In arriving at a minority interest fair market value determina­
tion for Anchem, Bramstedt Associates has considered the relevant 
factors set forth in Revenue Ruling 59-60 with regard to the 
valuation of closely held companies and in the Department of 
Labor's (DOL) proposed regulations on "Adequate Consideration" as 
they relate to the valuation of securities for Employee Stock 
Ownership Plan purposes. The following comments represent our 
findings with regard to those specific !actors outlined in Reve­
nue Ruling 59-60 and the DOL's proposed regulations on "Adequate 
Consideration" as they pertain to the valuation of Anchem. The 
following references to Revenue Ruling 59-60 implicitly include 
the DOL's proposed regulations. 

Book Value 

Revenue Ruling 59-60 states that the appraiser should consider 
book value when valuing a closely held company. Anchem's stated 
book value was $1,786,603 or $33.04 a share as of April 30, 1990, 

Normally, book value or adjusted book value is not afforded much 
weight or consideration in the valuation of an operating company 
such as Anchem. Such type companies are normally valued on 
earnings andfor cash flow capacity. Because of depressed operat­
ing results, the appraiser chose to use book value as fair market 
value for ESOP purposes as of April 30, 1987 and used it as a 
valuation reference as of April 30, 1988, 1989 and 1990. 

Qiyidend History. Capacity and Probability 

Revenue Ruling 59-60 suggests that the appraiser consider divi­
dends and dividend paying capacity in valuing closely held 
securities. 

The Company has not paid any dividends on its common stock and 
has no intention of changing this policy at this time. This 
policy is quite appropriate for a small, private company which is 
owned by shareholders who neither rely upon nor expect dividend 
income. 

Normally, earnings reinvested in the growth of a company can 
be expected to earn at a greater return than dividend income 
invested in other investment opportunities with similar risks 
and prospects. Consequently, shareholders will ultimately 
benefit from the current policy to reinvest earnings in the 
Company's growth rather than to pay cash dividends. 

The capacity to declare and pay cash dividends is a positive 
consideration. The decision not to pay dividends is not a 
negative consideration. 
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Comparablt companies--Publicly Traded 

Revenue Ruling 59-60 suggests that the appraiser consider the 
market price of stocks of corporations engaged in the same or a 
similar line of business having their stock actively traded in a 
free and open market or over the counter. Bramstedt Associates 
has made an exhaustive search for comparable public companies 
which can be deemed to be similar to Anchem. No single company 
proved to be a worthy publicly traded comparable. Public compa­
nies are generally much larger and more diverse both geogra­
phically and in business operations. 

Univar Corp., a public company, is the largest u.s. chemical 
distributor with fiscal 1989 revenues of $1.38 billion. Van 
Water & Rogers, a Univar division, is a direct Anchtm competitor. 
In fiscal 1990 Univar spent $4.9 million on certain environmental 
elective actions and has reserves of $6.9 million for estimated 
remedial and other related costs. Univar's net income per share 
was $1.22 and cash flow (net income plus depreciation) was $2,03 
for the fiscal year ended February 28, 1990. Univar's current 
ratio as of that date was 1.35:1; debt to equity was 0.9:1 and 
book value was $7.53 per share. Return on sales and equity were 
1.6t and 16.3t respectively. As of April 30, 1990, Univar common 
was trading at $13-3/4 or 1,8X book value, 11.3X earnings, 6.8X 
cash flow and 1St of revenues. 

Normally, Bramstedt Associates would select a capitali~ation rate 
or Price/Earnings ratio by reference to P/E ratios tor market 
indices such as the Dow Jones Industrials, Standard & Poor's 400 
and Moody's Chemical Industry composite. Since a capitali~ation 
of earnings methodology is not now being employRd, such a refer­
ence is not appropriate. Univar•s market capitali~ation rates 
may be broadly referenced although Univar is a substantially 
larger and much more geographic, customer and product diverse 
company. 

Cash Flow and Earnings Capacity 

The prior ESOP valuations by Charles Stark, PC, appear to rely on 
conclusions derived from capitali~ing five-year average of net 
income, aftertax cash flow and pretax available cash flow, among 
other methods. Aftertax cash flow is net income plus deprecia­
tion. Available cash flow before taxes is pretax income plus 
profit share/ESOP contribution plus depreciation. Depreciation 
in fiscal 1990 and 1989 was $194,000 and $211,000 respectively, 
Anchem's earnings and cash flow as just defined for fiscal 1990 
and 1989 are·· shown below: 

Ptriod 

FY1990 
FY1989 

Net Income 

($239,000) 
(110,000) 

Ctlh Flow 
Ayailablt After Tax 

($31,000) 
69,000 
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In earlier valuation studies, three and tive year averages of 
these profit measures were calculated and capitalized to derive 
fair mar~et value. Because of the erosion of the Company's 
earning power, the application of this methodology has not been 
used recently. In fiscal 1990 income and cash flow all were 
negative for the first time. 

Valuation 

Because of insufficient demonstrable earning power and thin cash 
flow prospects, Bramstedt Associates and the appraiser once again 
must look to the balance sheet for valuation purposes as in 
fiscal 1989 when we employed an adjusted book value approach. 

Generally, capitalization of income and cash flow streams is the 
appropriate methodology tor determining the equity !air market 
value of an operating company such as Anchem. The decision to 
utilize adjusted book value is based on the factors discussed and 
the appraiser's experience and knowledge in deriving equity 
values of closely held companies. 

For the instant valuation, the appraiser believes the stated book 
value of $1,787,000 should be discounted 5\ or $89,350 to reflect 
the opinion that fixed assets and inventory would be liquidated 
at below book or carrying value. 

Since management has not provided Bramstedt Associates with 
specific current estimates of plant and equipment market value, 
the appraiser's 5\ discount to an adjusted value of $1,697,650 is 
somewhat judgmental. At the valuation date, Anchem was essen­
tially long-term debt free and working capital was $1.34 million. 

Subtracting working capital of $1.34 million from the adjusted 
book value suggests the plant and equipment may be worth in an 
orderly liquidation $353,650 versus a book cost of $465,000. 
Part of this figure could represent business goodwill and going 
concern value although economic worth of these elements, which 
Bramstedt Associates has not attempted to otherwise quantify, is 
shrinking as the Company loses customers and sales. 

As of the ESOP plan year which began May 1, 1987, the ESOP 
committee changed its policy or paying terminated plan partici­
pants in a lump sum to paying participants terminated for reasons 
other than retirement at age 65 in five annual cash pay-outs 
commencing on the first anniversary ot termination. Terminated 
plan participants sell 20\ of their stock in each of five years 
at the fair market value applicable for each year. Accordingly, 
the above derived value is discounted for restricted marketabili­
ty by lOt or $169,765 to $1,527,885 or $28.25 a share (rounded) 
on 54,065 A and B shares outstanding. This figure is 14\ above 
Anchem's working capital at April 30, 1990, which working capital 
basically accrues to the equity holders. , 

The discount has been reduced from 1St in fiscal 1989 because the 
environmental testing and clean-up costs have now been identified 
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as rinancially manageable and the property acquisition fr~ the 
partnership by the Company has been deferred. Thus the C~pany's 
cash ($341,000 at April 30, 1990) is available to purchase 
through the ESOP terminated participants• stock under the above 
program. The discount more reflects the time value of money in a 
deferred payment program. 

Stated Beck Value 

VoluotiQQ Summary 
Angfl@l Chemical Cc. 

April 30, 1990 

Lee• Liquidation Oiecount (5') 
Subtotal 

Less Marketability Discount (10') 
Fair Market Value 

Per Share on 54,065 shar•• 

R = Rounded 

Recent stock Sale and valuation 

$1,787,000 
82.350 

1,697,650 

169,765 

$1,527,885 

$28.25 (R) 

Revenue Ruling 59-60 suggests that arm's-length sales to knowl­
edgeable unrelated third parties in the recent past would be a 
basis for valuation. 

There have been no such recent transactions. 

-18-

BR000361 



v. CONCLUSIONS 

Based on our experience and general knowledge in determining the value of clo$ely held companies and upon the consideration of all factors previously discussed, Bramstedt Associates is of the opinion that the fair market value of the outstanding common stock of Angeles Chemical Co. for ESOT purposes is $1,527,885 or $28.25 per share as of April 30, 1990 on 54,065 Class A and B shares outstanding. This valuation is based on an adjusted book value approach. 

Specific positive factors concerning Anchem were its still solid and long-term debt free balance sheet; liquid cash position; an indication of operational stabilization; and apparent determina­tion that the company does not have a material environmental economic eXposure. 

Unfavorable factors were eight consecutive years of sales and profit decline; losses in fiscal 1989 and 1990; negative returns on capital and equity; thin line management; and the increasingly hostile operating environment for small chemical processors in heavily populated urban areas. 

It is important to point out that this evaluation is specifically intended to establish a per-share fair market value for shares to be issued or sold to the ESOT. This report does not specifically address the evaluation of the Company as an entity. The value of the company as a whole, with the attendant rights to control the direction and growth of the company, to influence or control compensation and dividends, to change the management, to acquire other companies and/or business operations, to buy companies or new product lines, or to sell or merge the Company, may be greater than the total value implied by this evaluation, 

on the other hand, the value of minority interest shares held outside of an ESOT would probably be less than the value deter­mined in this report. An ESOT with a "put" option obligating the Trust to repurchase the shares held by participants provides a valid market for such stock. Minority interest shares held outside of the ESOT would by necessity be discounted by more than lOt taken here for their greater inherent lack of marketability. 
This valuation is as of April 30, 1990; and, since it is based upon recent financial statements, it should be valid for the near future. However, it is imperative to recognize that the dynamics of the industries served and general economic conditions can change and invalidate this evaluation. Federal regulations require that the Company's common stock be reevaluated at least annually for ESOT purposes. 
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ARCHER, BULMAHN & CO. 
626 SOUTH LAKE AVENUE 

PASADENA, CALIFORNIA 91106 

TO THE BOARD OF DIRECTORS 
ANGELES CHEMICAL CmlPANY, INCORPORATED 

WE HAVE CO~PILED THE ACCOMPANYING BALANCE SHEET OF ANGELES 
CHEMICAL COMPANY, INCORPORATED AS OF APRIL 30, 1990 AND THE 
RELATED STATEME~TS OF JNCOHE AND CASH FLOWS FOR THE SIX MONTHS AND 
YEAR THEN ENDED, IN ACCORDANCE WITH STANDARDS ESTABLISHED BY THE , 
AMERICAN INSTITUTE OF CERTIFIED PUBLIC ACCOUNTANTS. 

A COMPILATION IS LIMITED TO PRESENTING IN THE FORM OF 
FINANCIAL STATEMENTS INFORMATION THAT IS THE REPRESENTATION OF 
MANAGEMENT. WE HAVE NOT AUDITED OR PERFORMED A REVIEW SERVICE ON 
THE ACCOMPANYING FINANCIAL STATEMENTS, AND ACCORDINGLY, DO NOT 
EXPRESS AN OPINION OR ANY OTHER FORM OF ASSURANCE ON THEM. 

MANAGEMENT HAS ELECTED TO OMIT SUBSTANTIALLY ALL OF THE 
DISCLOSURES REQUIRED BY GENERALLY ACCEPTED ACCOUNTING PRINCIPLES. 
IF THE OMITTED DISCLOSURES WERE INCLUDED IN THE FINANCIAL 
STATEMENTS, THEY MIGHT INFLUENCE THE USER'S CONCLUSIONS ABOUT THE 
COMPANY'S FINANCIAL POSITION, RESULTS OF OPERATIONS, AND CASH 
FLOWS. ACCORDINGLY, THESE FINANCIAL STATEMENTS ARE NOT DESIGNED 
FOR THOSE WHO ARE NOT INFORMED ABOUT SUCH MATTERS. 

CERTIFIED PUBLIC ACCOUNTANTS 

SEPTEMBER 13, 1990 
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ANGELES CHEMICAL COMPANY, INCORPORATED 
BALANCE SHEET 

UNAUDITED 
APRIL 30, 1990 

CURRENT ASSETS 
PETTY CASH 
CASH IN BANK 
CASH IN BANK - PAYROLL 
CASH IN BANK -BORTZ 
CASH IN BANK - WHIT.TIER CRED 
CASH IN MONEY MARKET 
ACCOUNTS RECEIVABLE 
ALLOW, FOR DOUBTFUL ACCTS. 

NET ACCOUNTS RECEIVABLE 
ACCTS. REC. - STALLION 
ACCTS. REC. - OTHER 
EMPLOYEE ADVANCES 
INVENTORY - CHEMICALS 
INVENTORY -PACKAGING 
INVENTORY -PKG.-BORTZ 
INVENTORY -GASOLINE 
PREPAID INCOME TAX 
PREPAID INTEREST 
PREPAID PROPERTY TAX 
PREPAID INSURANCE 
PREPAID AUTO INSURANCE 
PREPAID CONSULTANTS FEES 
PREPAID PACKAGING 

TOTAL CURRENT ASSETS 

FIXED ASSETS 
OFFICE TRAILER 
TRUCKS & AUTOS 
TANKS & PLANT EQUIPMENT 
FURNITURE & FIXTURES 
PLANT 
DRUMS 

ASSETS 

1,143,325.64 
(11,000.55) 

97,811.43 
220,385.36 
802,790.48 
207,061.21 
351,755.97 
151,776.06 

TOTAL FIXED ASSETS 1,831,580.51 

LESS: ACCUMULATED DEPRECIATION (1,366,504.08) 

NET FIXED ASSETS 

TOTAL ASSETS 

s 2,544.26 
315,036.84 

(86.471 
12,811.76 

506.67 
10,311.02 

1 '132,325.09 
61,196.19 
27,592.31 

1,555.00 
308,796.40 
70,805.73 

231,281.25 
6,981.57 1° 
1,000.00 

10,039.42 
2,367.69 

108,325.57 
387.50 

2,240.72 
20,904.55 

2,326,923.07 

465,076.-43 

s 2,791,999.50 
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ANGELES CHEMICAL COMPANY, INCORPORATED 
BALANCE SHEET 

UNAUDITED 
APRIL 30, 1990 

LIABILITIES AND STOCKHOLDERS' EQUITY 

CURRENT LIABILITIES 
NOTES PAYABLE 
ACCOUNTS PAYABLE 
OTHER ACCRUED LIABILITIES 
ACCRUED TANK TESTING 
ACCRUED PAYROLL 
ACCRUED COMMISSIONS 
ACCRUED WORKHANS COHP.INS. 
SALES TAX PAYABLE 
DRUM DEPOSITS 
DRUM DEPOSITS 
EMPLOYEE BENEFIT & WELFARE 

TOTAL CURRENT LIABILITIES 

LONG~TERH LIABILITIES 
NOTE PAYABLE 

TOTAL LIABILITIES 

STOCKHOLDERS' EQUITY 

$ 

COMMON STOCK- $.10 PAR VALUE, 
1 1 000,000 SHS. AUTHORIZED, 
54,065 SHS. ISSUED & OUTSTANDING 

PAID IN CAPITAL 

83,50!l.51 
773,104.58 

10,304.98 
3,303.07 

14,991.85 
9,556.28 
2,606.57 
5,222.67 

139,496.05 
(59,496.05) 

620.61 

RETAINED EARNINGS - BEGINNING 
NET INCOHE OR (LOSS) 

$ 1,914,790.89 
(239,318.25) _____ ..,. .... ______ ,... 

RETAINED EARNINGS 

TOTAL STOCKHOLDERS' EQUITY 

TOTAL LIABILITIES AND STOCKHOLDERS' EQUITY 

983,220.12 

22,176.4-1 

1,005,3!:16.56 

5,406.50 
105,723.80 

1,675,472.64 

1,786,602.94 
.. -------------
s 2,791,·999.50 
::::::;;;:;;;:~:=====:t~l; 
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ANGELES CHEMICAL COMPANY, INCORPORATED 
STATEMENT OF INCOME 

UNAUDITED 
FOR THE TWELVE MONTHS ENDED APRIL 30, 1990. 

SALES 
COST OF SALES 

GROSS PROFIT 

OPERATING EXPENSES 
ADMINISTRATIVE SALARIES 
OFFICE WAGES 
SALES WAGES 
DIRECT WAGES 
INDIRECT WAGES 
PAYROLL TAXES 
WORKMAN$ COMP. INSURANCE 
GROUP INSURANCE 
OUTSIDE LABOR 
ADVERTISING 
AUTO & TRAVEL 
BAD DEBTS 
COMPUTER EXPENSE 
DIRECTORS FEES 
DONATIONS 
DRUM MAINTENANCE 
DUE$ & SUBSCRIPTIONS 
EMPLOYEE WELFARE 
EQUIPMENT RENTAL 
FREIGHT-IN 
FREIGHT OUT 
CASUALTY INSURANCE 
LAB EXPENSE 
OFFICE SUPPLIES 
PRINTING PREP. EXPENSE 
PLANT EXPENSE 
POSTAG:S: 
PROFESSIONAL SERVICES 
PROFIT SHARING EXPENSE 
RENT 
REPAIRS & MAINTENANCE 
SALES PROM. TRAVEL 
BUSINESS PROMOTION 
TANK TESTING EXPENSE 
TAXES & LICENSES 
TELEPHONE 
TRUCK EXPENSE 
UNIFORM EXPENSE 
UTILITIES 
COMMISSIONS -BORTZ 
DEPRECIATION 

TOTAL OPERATING EXPENSES 

CURRENT 
PERIOD 

$3,795,983.40 
2,890,755.79 

/f'id 
I 

YEAR 
TO DATE " 

100.00 $8,138,980.02 100.00 
76.15 6,199,546.87 76.17 ------------- ------- ------------- -------905,227.61 

53,169.98 
23,838.93 
41,395.54 

157,592.93 
11,973,75 
26,579.13 
13,710.60 
45,327.38 
21,978.44 
5,692.95 

26,673.07 
o.oo 

5,958.85 
4,500.00 

139.50 
64' 871.95 

2,647.54 
4,225.68 

449.24 
34,950.89 
34,162.21 
45,524.00 

3,207.20 
11,599.99 

485.25 
24.217.10 

2,852.63 
35,918.68 

7,425.33 
66,900.00 
16,539.24 
4,389.50 

12,313.17 
9,425.00 
9,318.83 
9,659.66 

67,629.69 
174.31 

8,299.71 
42,827.44 
99,934.89 

23.85 

1.40 
0.63 
1.09 
4.15 
0.32 
0.70 
0.36 
1. 19 
0.58 
0.15 
0.70 
o.oo 
0.16 
0.12 
0.00 
1. 71 
0.07 
0.11 
0.01 
0.92 
0.90 
1.20 
0.08 
0.31 
o.o1 
0.64 
0. 08 .. 
0.95 
o.zo 
1. 76 
0.44 
0.12 
0.32 
0.25 
0.25 
0.25 
1. 78 
o.oo 
0.22 
1.13 
2.63 

1,939,433.15 

176,170.00 
71,933.77 
88,597.86 

303,799.66 
26,013.75 
52,671.10 
29,103.39 
83,542.44 
61,040.55 
10,864.09 
53,303.99 

26.35 
10,894.09 
9,000.00 

139.50 
120,561.65 

5,558.51 
8,092.86 
1,007.80 

74,074.42 
78,002.32 
92,990.61 
5,323.39 

16,068.04 
4,971.91 

46,599.52 
6,109.59 

52,905.90 
13,906.83 

132,900.00 
29,504.97 
12,427.05 
17,496.21 
18,725.00 
17,971.01 
20,367.47 

129,418.67 
893.58 

17,085.78 
92,597.20 

194,593.89 

23.83 

2.16 
0.88 
1.09 
3.73 
0.32 
0.65 
0.36 
1.03 
0.75 
0.13 
0.65 
0.00 
0.13 
0.11 
0,00 
1. 48 
0.07 
0.10 
o.01 
0.91 
0.96 
1.14 
0.07 
0.20 
0.06 
0.57 
0.08 
0.65 
0.17 
1. 63 
0.36 
0.15 
0.21 
0.23 
0.22 
0.25 
1. 59 
0.01 
0.21 
1.14 
2.39 ------------- ------- ------------- -------Sl ,058,480.18 27,88 $2,187,254.72 26.87 ------------- ------- ------------- -------
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'' 

ANGELES CHRMlCAL COMPANY, INCORPORATED 
STATEMENT OF INCOME 

UNAUDITED 
FOR THE TWELVE MONTHS ENDED APRIL 30, 1990 

CURRENT YEAR 
PERIOD " TO DATE " OPERA'UNG INCOME (LOSS I $ (153,252.57) (4.04) $ (247,821.57) ( 3. 04 ) _______ .,.,.. ____ 

...................... 
___________ ..,..,. ... ____ .,._ 

OTHER INCOME OR (EXPENSE) 
DISCOUNTS EARNED 316.52 0.01 1,614.01 0.02 DEMURRAGE 51.25 o.oo 1,202.50 o.o1 INTEREST INCOME 8,803.32 0.23 14,556.36 0.18 SALARY REIMBURSEMENT 321.75 o.o1 1,141.53 0.01 MISCELLANEOUS INCOME o.oo o.oo 879.62 o.o1 PAlLS 572.88 0.02 1,436.54 0.02 SALE OF ASSETS 100.00 o.oo o.oo o.oo TERHINALING CHARGES 19,441.45 0.51 35,719.29 0.44 INTEREST EXPENSE. (5,680.95) (0.15) (9,113.17) (0.111 CONSULTANT EXPENSE (9,583.34) (0.25) (38,333.36) (0.47) 

------------- ....... ____ 
-------------

fOIOI ... _____ 

TOTAL OTHER INCOME (EXPENSE) 14,342.88 0.38 9,103.32 0.11 _____ ..,.. _______ ...... _____ 
---·---------

....... ____ 
INCOME OR (LOSS) 

BEFORE INCOME TAXES (138,909.69) (3.66) (238,718.251 ( 2. 93) CREDIT (PROVISlON) 
FOR INCOME TAXES 0.00 o.oo (600.00) (0.01) 

-------------
___ ............ _ _ ____ .,...., ..... ____ _____ ... _ 

NET INCOME (LOSSl $ (138,909.69) (3.66) s ( 239, 3l!L 25 I (2.94) 
=======:===== :;:;;:;:;:;;;:;:: =====::r:a:==== ==:.:a~:=::: 
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'' 

ANGELES CHEMICAL COMPANY, INCORPORATED 
STATEMENT OF INCOME DETAIL 

UNAUDITED 
FOR THE TWELVE MONTHS ENDED APRIL 30, 1990 

CURRENT YEAR 
PERIOD " TO DATE 

SOLVENTS -SALES $2,213,567.30 100.13 $-1,909,121.86 
RETURNS & ALLOWANCES (2,972.44) (0.13) (3,335.86) 

------------- ------- -------------TOTAL SALES 2,210,594.86 100.00 4,905,786.00 
COST OF SALES 1,830,463.22 82.80 3,995,854.90 

------------- ------- -------------GROSS PROFIT 380,131.64 17.20 909,931.10 
------------- ------- -------------

PACKAGING -SALES 266,869.10 100.18 561,849.17 
RETURNS &. ALLOWANCES (468.30) (0.18) (5,397.64) 

-------------- ------- -------------TOTAL SALES 266,400.80 100.00 556,451.53 
COST OF SALES 200,563.82 75.29 429,609.42 

-~~---------- ------- -------------GROSS PROFIT 65,836.98 24.71 126,842.11 
------------- ------- -------------

BORTZ -SALES 1,327,140.10 100.62 2,690,474,06 
RETURNS & ALLOWANCES (7,050.24) (0.53) (7,575.85) 
SALES DISCOUNTS (1,102.12) (0.08) (6,155.72) 

------------- ------- -------------TOTAL SALES 1,318,987.74 100.00 2,676,742.49 
COST OF SALES 861,862.69 65.34 1,774,082.55 

----------·-- ------- -------------GROSS PROFIT 457,125.05 34.66 902,659.94 
------------- ------- -------------

TOTAL GROSS PROFIT $ 905,227.61 23.85 $1,939,433.15 
======~~~~::;.~~ ------- :=:.::;~:========:: -------

" 
100.07 
10.07) -------. 

100.00 
81.45 -------
18.55 

-------

100.97 
(0.97) -------

100.00 
77.21 -------
22.79 

-------

100.51 
( 0. 28) 
(0.23) -------

100.00 
66.28 

-------
33.72 -------
23.83 

::====== 
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' ' 

ANGELES CHEMICAL COMPANY, INCORPORATED 
STATEMENT OF CASH FLOWS 

UNAUDITED 
FOR THE TWELVE MONTHS ENDED APRIL 30 1 1990 

CASH FLOWS FROM OPERATING ACTIVITIES: -· 
NET INCOME (LOSS) 

ADJUSTMENTS TO RECONCILE NET INCOME 
(LOSS) TO NET CASH FLOWS FROM 
OPERATING ACTIVITIES: 

DEPRECIATION 
CHANGE IN ASSETS AND LIABILITIES 

ACCOUNTS RECEIVABLE 
INVENTORY 
PREPAID EXPENSES 
DEPOSITS 
ACCOUNTS PAYABLE 
ACCRUED EXPENSES 
CUSTOMER DEPOSITS 
INCOME TAXES PAYABLE 

TOTAL ADJUSTMENTS 

NET CASH PROVIDED (USED) 
BY OPERATING ACTIVITIES 

CASH FLOWS FROM INVESTING ACTIVITIES: 

LOANS ADVANCED 
COLLECTION OF LOAN ADVANCES 
CAPITAL EXPENDITURES 

NET CASH PROVIDED (USED) 
BY INVESTING ACTIVITIES 

CASH FLOWS FROM FINANCING ACTlVITIES: 

PROCEEDS FROM LOANS 
PRINCIPAL PAYMENTS ON LOANS 

NET CASH PROVIDED (USED) 
BY FINANCING ACTIVITIES 

NET INCREASE (DECREASE) IN CASH 

CASH AT BEGINNING OF PERIOD 

CASH AT END OF PERIOD 

CURRENT 
PERIOP 

s (138,909.69) 

99,934.89 

(253,395.99) 
86,717.45 

(29,269.40) 
17,262.95 

215,712.46 
(38,640.59) 

3,191.55 
0.00 _.,. ______ .,. ____ _ 

101,504.32 

(37,405.37) ____ ,....., _______ _ 

(81,745.97) 
63,509.14 

735.48 ________ ..,..,...., __ _ 

(17,501.35) -....... ________ _ 

122,90!).07 
(65,410.521 ______ ..,. _____ ..,._ 

57,394.55 

2,487.83 

338,636.25 
-----------:-·-
$ 341,124.08 

YEAR 
TO DATE 

$ (239,318.25) ___ .,.. _____ ..,. ___ _ 

194,593.89 

(45,422.941 
(8,767.85) 
90,378.20 
15,972.45 
67,794.84 

(790.16) 
20,146.05 

(300.001 _ ___ .,...., ___ ... ,.. __ _ 
333,504.49 

94,186.23 

(169,638.10) 
136,148.59 
(56,199.13) _ __________ ..... _ 

(89,678.641 

. 122,805.07 
( 157,263.44) 

(34,458.37) _.., _____ ,...,...,. ...... __ 

(29,950.781 

371,074.86 --·-·-... ------.... 

$ 341,124.08 
u======;z:;;a:~~: 
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BRAMSTEDT ASSOCIAT£S 
FISA~CIALC0:\"5l!lTI~C • BUSI:'\ESSVALL!ATHl:"S 

Qualirications or 
Bramstedt & Associates, Inc. 

Eric M. Bramstedt, CFA, has over 27 years experience in the field 
of rinancial analysis, equity evaluations, securities analysis and 
investment banking. He has prepared well ovet" 250 business 
valuations on closely held companies for merger and acquisition, 
gift and estate taxes, Employee stock OWnership Plans (ESOPiil), 
incentive stock option plans and others. These valuations have 
covered a broad industry scope of closely held and public companies 
including several Fgrtune 1000 listings. Mr. Bramstedt possesses 
in-depth knowledge of ESOP functions and valuation through ten year.-s 
of extensive experience with three leading ESOP desiqn and valuation 
firms--Menke & Associates, Kelso & Co. and Houlihan, Lokey, Howard 
& Zukin. 

Mr. sramstedt is an industry specialist in transportation, 
particularly trucking. As such, he has investigated the operations 
and appraised the business values of several hundred motor carriers, 
many of which are located in california. Clients have included 
major domestic and international transportation companies for 
acquisition and investment banking and other applications. 
Mr. Bramstedt is Director of the PCTB Consulting Group, a division 
of the Pacific Coast Tariff Bureau of San Francisco. As such, he 
is editor of CAL-TIPS, an annual operating and financial study of 
the California less-than-truckload business. 

Mr. Bramstedt is a Chartered Financial Analyst (CFA) and a member 
of the Association for Investment Management and Research, the 
Transportation Research Fot"Um, the Valuation Roundtable of San 
Francisco, the National Accounting and Finance Council (ATA) and an 
associate member of the California Trucking Association. He holds 
a Bachelor's Degree in Economics from Stanford University. He has 
written articles for industry periodicals relating to transportation 
valuation and financing and has appeared as an expert witness before 
the California Pub~ic Utilities Commission. 

1914 MAR WEST • TIBURON • CALIFORNIA 9-1920 
(415)435·9~38 
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ANGELES CHEMICAL COMPANY, INCORPORATED STATEMENT OF iNCOME 
UNAUDITED FOR THE TWELVE MONTHS ENDED APRIL 30, 1990 

SALES 
,COST OF SALES 

GROSS PROFIT 

fol?{'f 
CtrRR~NT 

___ P~- " 

OPERATING EXPENSES 
ADMINISTRATIVE SALARIES I~-4S" 0 0 

/, 
1 ~- -OFFICE WAGES - ~ '78", P--llr SALES WAGES ' · ·7"? > :I'").,!> ' ? DIRECT WAGES -~·-' -:z..&_.t 9'71 .3. o -INDIRECT WAGES - . ~ ~ . ~ ( l'-7 • $ -PAYROLL TAXES .......... ·-- --1 .;~J ?7 1 ; 6 - -WORKMANS COMP. INSURANCE \- )."if, 6'-::>..._ - - ~ - • GROUP INSURANCE - - - - ·- - 7::/., ? .!'·':l> • - • - • OUTSIDE LABOR .:.. - .... ..;. -- -·-- 96) <f"l..; -- ...- ""-~ • ADVERTISING 

AUTO & TRAVEL ' - · -- ~ • -9?:l3$11- ---- -­BAD DEBTS 
COMPUTER EXPENSE 
DIRECTORS FEES 
DONATIONS 

... . . .. . ~ 
DRUM MAINTENANCE , ~ - • - - / SJ' ·(._1.\' -" ._.-I DUES & SUBSCRIPTIONS 
EMPLOYEE WELFARE 
EQUIPMENT RENTAL 
FREIGHT-IN - - -
FREIGHT OUT • · 

,._ ................... ' 

................. 
CASUALTY INSURANCE • - - . ' 
LAB EXPENSE -
OFFICE SUPPLIES -
PRINTING PREP. EXPEN$~ 
PLANT EXPENSE - - ; - -POSTAGE 

';>"'' "1'7J' - - '- •• -
11S:> 7'9S- -- • ••• 
99..,.1.17-</ - ----

PROFESSIONAL SERVICES- - .- ·- · 711'~ 7l..:S • ~ - • ·• -.PROFIT SHARING EXPENSE 
RENT - - -- / :::'!.~, 0 0 6 

-REPAIRS l MAINTENANCE 
SALES PROM. TRAVEL 
BUSINESS PROMOTION 
TANK TESTING EXPENSE 
TAXES & LICENSES 
TELEPHONE 

- -·-e--

-~ 
TO Btc'i'S: 

$8,138,980.02 100.00 
6,199,646.87 76.17 ------------- -------

TRUCK EXPENSE 
UNIFORM EXPENSE 
UTILITIES 
COMMISSIONS -BORTZ 
DEPRECIATION 

- _.__ _ _,__· .. 

9~ /9/- - .., ............ -
------------- -------TOTAL OPERATING EXPENSES $2,187,254.72 26.87 
------------- -------

SEE ACCOUNTAI 

I 
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BRAMSTEDT ASSOCIATES 

October 15, 1990 

PERSONAL ~~D CONFIDENTIAL 

~. John Locke 
Anqelee Chemic~! Co. 
P.o. Box Zl63 
Santa Fe springs, california 90670 

Dear .John: 

Enclosed are three copies of the Anchem ESOP v~lu~tion study for April 30, 1990 and our invoice for $2,750. 

Sincerely your~ 

~~~ 
Eric M. Bramstedt 

EMB:ew 
enclosures 

19H M Af( WEST • TlBUI~Or\ • (ALl ~L\R N lA 'JH211 
(HS)4J:'-9HI:I 
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REPOR'l' OF 

ANGELES CHEMICAL COMPANY, INCORPORA'l'BD 

APRIL 30, 1990 

"'** 
* 

Al'lC .. I;:R, Elt.II...MA)o!N lie CO. 
Qlll'nPfiiiiED ~II;: AC:QQYN'f"""'"' 
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ARCHER, BULMAHN & CO. 
626 SOUTH LAKE AVENUE 

PASADENA, CALIFORNIA 91106 

TO THE BOARD OF DIRECTORS 
ANGELES CHEMICAL COMPANY, INCORPORATED 

WE HAVE COMPILED THE ACCOMPANYING BALANCE SHEET OF ANGELES CHEMICAL COMPANY, INCORPORATED AS OF APRIL 30, 1990 AND THE RELATED STATEMENTS OF INCOME AND CASH FLOWS FOR THE SIX MONTHS ANP YEAR THEN ENDED, IN ACCORDANCE WITH STANDARDS ESTABLISHED BY THE AMERICAN INSTITUTE OF CERTIFIED PUBLIC ACCOUNTANTS. 

A COMPILATION IS LIMITED TO PRESENTING IN THE FORM OF FINANCIAL STATEMENTS INFORMATION THAT IS THE REPRESENTATION OF MANAGEMENT. WE HAVE NOT AUDITED OR PERFORMED A REVIEW SERVICE ON THE ACCOMPANYING FINANCIAL STATEMENTS, AND ACCORDINGLY, DO NOT EXPRESS AN OPINION OR ANY OTHER FORM OF ASSURANCE ON THEM. 
MANAGEMENT HAS ELECTED TO OMIT SUBSTANTIALLY ALL OF THE DISCLOSURES REQUIRED BY GENERALLY ACCEPTED ACCOUNTING PRINCIPLES. IF THE OMITTED DISCLOSURES WERE INCLUDED IN THE FINANCIAL STATEMENTS, THEY MIGHT INFLUENCE THE USER'S CONCLUSIONS ABOUT THE COMPANY'S FINANCIAL POSITION, RESULTS OF OPERATIONS, AND CASH FLOWS. ACCORDINGLY, THESE FINANCIAL STATEMENTS ARE NOT DESIGNED FOR THOSE WHO ARE NOT INFORMED ABOUT SUCH MATTERS. 

~~~~o.J...; +4-. 
CERTIFIED PUBLIC ACCOUNTANTS 

SEPTEMBER 13, 1990 
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ANGELES CHEMICAL COMPANY, INCORPORATED 
BALANCE.SHEET 

UNAUDITED 
APRIL 30, 1990 

ASSETS 

CURRENT ASSETS 
PETTY CASH 
CASH IN BANK 
CASH IN BANK - PAYROLL 
CASH IN BANK -BORTZ 
CASH IN BANK - WHITTIER CRED 
CASH IN MONEY MARKET 
ACCOUNTS RECEIVABLE 
ALLOW, FOR DOUBTFUL ACCTS, 

NET ACCOUNTS RECEIVABLE 
ACCTS •. REC. ~ STALLION 
ACCTS. REC. - OTHER 
EMPLOYEE ADVANCES 
INVENTORY - CHEMICALS 
INVENTORY -PACKAGING 
INVENTORY •PKG.-BORTZ 
INVENTORY •GASOLINE 
PREPAID INCOME TAX 
PREPAID INTEREST 
PREPAID l'II.OPERTY TAX . 
PREPAID INSURANCE 
PREPAID AUTO INSURANCE 
PREPAID CONSULTANTS FEES 
PREPAID PACKAGING 

TOTAL CURRENT ASSETS 

FIXED ASSE1'S 
OFFICE TRAILER 
TRUCKS & AUTOS 
TANKS & PLANT EQUIPMENT 
FURNITURE & FIXTURES 
PLANT 
DRUMS 

1,143,325.64 
( 11,000.55) 

97,811.43 
2:20' 38ii. 36 
802,?90.48 
207,061.21 
351,165.97 
151, ?76.06 

TOTAL FIXED ASSETS 1,831,580,51 

LESS: ACCUMULATED DEPRECIATION 11,366,504.08) 

NET FIXED ASSETS 

TOTAL ASSETS 

s 2,544.26 
315,036.84 

186.47) 
12,811.76 

506.67 
. 10,311.02 

1,132,325.09 
61,196.19 
27,692.31 

1,555.00 
308,796.40 

70,805.73 
231,281.25 

6,981.57 
1,000.00 

10,039.42 
2,367.69 

108,325.57 
387.50 

2,240.72 
20,904.55 __________ .... __ _ 

2,326,923.01 

465,076.43 

$ 2,791,999.50 
::I:Zl:JI:JIIl:C:::::~~ilt:l 

SEE ACCOUNTANTS' COMPILATION REPORT 
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ANGELES CHEMICAL COMPANY, INCORPORATED 
BALANCE SHEET 

UNAUDITED 
APRIL 30, 1990 

LIABILITIES AND STOCKHOLDERS' EQUITY 

CURRENT LIABILITIES 
NOTES PAYABLE 
ACCOUNTS PAYABLE 
OTHER ACCRUED LIABILITIES 
ACCRUED TANK TESTING 
ACCRUED PAYROLL. 
ACCRUED COMMISSIONS 
ACCRUED WORKMANS COMP,INS, 
SALES TAX PAYABLE 
DR\JM DEPOSITS 
DRIIM DEPOSITS 
EMPLOYEE BENEFIT & WELFARE 

TOTAL CURRENT LIABILITIES 

LONG-TERM LIABILITIES 
NOTE PAYABLE 

TOTAL LIABILITIES 

STOCKHOLDERS' EQUITY 

$ 

COMMON STOCK - $.10 PAR VALUE, 
1,000,000 sus, AUTHORIZED, 
54,065 SH$, ISSUED & OUTSTANDING 

PAID IN CAPITAL 

83,509,51 
773,104. 58 
10,304.98 

3,303.07 
14,991.85 
9,556.28 
2,606.57 
5,222.61 

139,496.05 
(59,496.05) 

620.61 

RETAINED EARNINGS - BEGINNING 
NET INCOME OR (LOSS} 

$ 1,914,790.89 
(239,318.25~ 

RETAINED EARNINGS 

TOTAL STOCKHOLDERS' EQUITY 

TOTAL LIABILITIES AND STOCKHOLDERS' EQUITY 

983,220.12 

______ ,... ______ _ 

5,406.50 
105,723.80 

_______ ....... _ ... _ .... _ 

1,788,602.94 

i 2' 7111 ,,ggg. 50 
========.=lil::ll:lt&S:. 

SEE ACCOUNTANTS' COMPILATION REPORT 
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ANGELES CHEMICAL COMPANY, INCORPORATED 
STATEMENT OF INCOME 

UNAUDITED 
FOR THE TWELVE MONTHS ENDED APRIL 30, 1990 

CURRENT 
PER lOP 

YEAR 
TO PATE 

SALES 
COST OF SALES 

$3,795,983.40 
2,890,755.79 

100.00 $8,138,980.02 100.00 
76.15 6,199,546.S7 . 76.17 

GROSS PROFIT 

OPERATING EXPENSES 
ADMINISTRATIVE SALARIES 
OFFICE WAGES 
SALES WAGES 
DIRECT WAGES 
INDIRECT WAGES 
PAYROLL TAXES 
WORKMANS COMP. INSURANCE 
GROUP INSURANCE 
OUTSIDE LABOR 
ADVERTISING 
Atrl'O &. TRAVEL 
SAD DEBTS 
COMPUTER EXPENSE 
DIRECTORS FEES 
DONATIONS 
DRUM MAINTENANCE 
DUES & SUBSCRIPTIONS 
EMPLOYEE WELFARE 
EQUIPMENT RENTAL 
FREIGHT-IN 
FREIGHT OUT 
CASUALTY INSURANCE 
LAB EXPENSE 
OFFICE SUPPLIES 
PRINTING PREP. EXPENSE 
PLANT EXPENSE 
POSTAGE 
PROFESSIONAL SERVICES 
PROFIT SHARING EXPENSE 
RENT 
REPAIRS &. MAINTENANCE 
SALES PROM. TRAVEL 
BUSINESS PROMOTION 
TANK TESTING EXPENSE 
TAXES & LICENSES 
TELEPHONE 
TRUCK EXPENSE 
UNIFORM EXPENSE 
UTILITIES 
COMMISSIONS -BORTZ 
DEPRECIATION 

TOTAL OPERATING EXPENSES 

905,227.61 

53,169.98 
23,838.93 
41,395.54 

15?,592..93 
11,973.75 
26,579.13 
13,710.60 
45,327.38 
21,978.44 
5,692.95 

26,673.07 
o.oo 

5,958.S5 
4,500.00 

139.50 
64,871.95 
2,647.54 
4,225.68 

449.24 
34,950.89 
34,162.21 
45,524.00 
3,207.20 

11,599.99 
485.25 

24,217.10 
2,852.63 

35,918.68 
7,425.33 

66,900.00 
16,539.24 
4,389.50 

12,313.17 
9,425.00 
9,318.83 
9,659.66 

67,629.69 
174.31 

8,299.71 
42,827.44 
99,934.89 

$1,058,480.18 

23.85 1,939,433.15 23.83· 
--~---------- -------

1. 40 
0.63 
1.09 
4.15 
0.32 
0.70 
0.36 
1.19 
0.58 
0,15 
0.70 
o.oo 
0.16 
0.12 
0,00 
1.71 
0.07 
0.11 
0.01 
0.92 
0.90 
1.20 
0.08 
o.n 
o.ot 
0.64 
0.08 
0.95 
0.20 
1. 76 
0.44 
0.12 
0.32 
0.25 
0.25 
0.25 
1. 78 
0.00 
0.22 
1.13 
2.63 

176,170.00 
71,933.77 
88,597.86 

"303,799.66 
26,013.75 
52,671.10 
29,103.39 
83,542.44 
61,040.55 
10,864.09 
53,303.99 

26,35 
10,894.09 

9,000.00 
139.50 

120,561.65 
5,558.51 
8,092.86 
1,007.80 

74,074.42 
78,002.32 
92,990,61 
5,323.39 

16,068.04 
4,971.91 

46,599.52 
6,109.59 

52,905.90 
13,906.83 

132,900.00 
29,504.97 
12,427.05 
17,496.21 
18,725.ou 
17,971.01 
20,367.47 

129,418.67 
"893.58 

17,085.78 
92,597.20 

194,593.89 

27.88 $2,187,254.72 

2.16 
0.88 
1.09 
3.73 
0.32 
0.65 
0.36 
1.03 
0.75 
0.13 
o.ss 
o.oo 
0.13 
o.11 
o.oo 
1.48 
0.07 
0.10 
o.o1 
0.91 
o.9s 
1.14 
0.07 
0.20 
0.06 
0.57 
o.oa 
0.65 
0.17 
1.63 
0.36 
(},15 
0.21 
0.23 
(}.22 
0.25 
1.59 
0.01 
0.21 
1.14 
2.39 

26.87 ------------- ------- ------------- -------

SEE ACCOUNTANTS' COMPILATION REPORT 
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ANGELES CHEMICAL COMPANY, INCORPORATED 
STATEMENT OF INCOME 

UNAUDITED 
FOR THE TWELVE MONTHS ENDED APRIL 30, 1990 

CURRENT YEAR 
PERIOD % TO DATE " 

OPERATING INCOME (LOSS) $ (153,252.57) {4. 04 > $ ( 247,821.57) (3.04) 
----------~-- ------- -------------

_,... _____ 
OTHER INCOME OR (EXPENSE) 

DISCOUNTS EARNED 316.52 0.01 1,614.01 0.02· 
DEMURRAGE 51.25 0.00 1,202.50 0.01 INTEREST INCOME 8,803.32 0.23 14,556,36 0.18 SALARY REIMBURSEMENT 321.75 Q.Ol 1,141.53 0.01 MISCELLANEOUS INCOME o.oo o.oo 879.62 0.01 PAILS 572.88 0.02 1,436.54 0.02 
SALE OF ASSETS 100.00 o.oo o.oo o.oo 
TERMINALING CHARGES 19' 441.45 0.51 35,719.29 0.44 INTEREST EXPENS·E- (5,680.95) (0.15) (9,113.171 10.11} CONSULTANT EXPENSE (9,583.34) (0.25) (38,333.36) {0.47) 

------------- ------- ------------- -------TOTAL OTHER INCOME (EXPENSE). 14,342.88 0.38 9,103.32 0.11 
------------- ------- ------------- -------

INCOMJ1: OR {LOSS} 
BEFORE INCOME TAXES (138,909.69) (3.66) {238, 718.25) (2.93) CREDIT (PROVISION) 

FOR INCOME TAXES 0.00 0.00 (600.00) ( 0. 01 ) 
------------- ------- --------~---- -------

llET INCOME (LOSS) $ (138,909.69) (3.66) $ (239,318.25) ( z. 94) 
:11: =:::=:== ;:;;;:;n:: =::..::::.:: ::::::::;.;::::a:&a ::====== 

SEE ACCOUNTANTS' COMPILATION REPORT 
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ANGELES CREMTCAL COMPANY, INCORPORATED 
STATEMENT OF INCOME DETAIL 

UNAUDITED 
FOR TRE TWELVE MONTHS ENDED APRIL 30, 1990 

CURRENT YEAR 
PJiii.UQll :1 l!J l.lli:I:E 

SOLVENTS ~SALES $2,213,567.30 100.13 $4,909,121.86 
RETURNS & ALLOWANCES (2,972.44) (0.13) (3,335.86) .... _ .... _________ --- ... -.... _____ .... _______ 

TOTAL SALES 2,210,594.86 100.00 4,905,786.00 
COST OF SALES 1,830,463.22 82.80 3, 995,854.90 ------------- _ ,.,... ____ ______ ...,. .. _____ 

GROSS PROFIT 380,131.64 17.20 909,931.10 
---•-u------- -------

... -----·---·--
PACKAGING -SALES 266,869.to 100.18 561,849.17 
RETURNS & ALLO~ANCES (468.30} (0.18) (5,397.64} 

-------------..... -------
___ ..,. _________ 

TOTAL SALtS 266,400,80 100.00 556,451.53 
COST OF SALES 200,563.82 15.29 429,809.42 ---... ·-------- ------- ---... ---------GROSS PROFIT 65,836.98 24.71 126,842.11 _.,...,. .. _________ 

----... --
__..,.. __________ 

BORTZ -SALES 1,327,140,10 100.62 2,690,474.06 
RETURNS & ALLOWANCES (7,050.24) I c. 53 l ('7,575. 85) 
SALES DISCOUNTS (1,102.12) (O,OB) (6,155.72) 

------------- ------- -------------TOTAL SALES 1,318,987.74 100.00 2,676,742.49 
COST OF SALES 861,862.69 65.34 1,774,082.55 

-------------
___ ... ___ 

-------------GROSS PROFIT 457,125.05 34.66 902,659.94 
------------- ------- ............ __________ 

TOTAL GROSS PROFn * 905,227.61 23.85 $1,939,433.15 
-;;:,::,~~a•••.c:a:~z=-== =====:r.r::; ::t:.l!::::=======a•-== 

SEE ACCOUNTANTS' COMPILATION REPORT 

!l 

.100.0'1 
( 0. 01) -------. 

100.00 
81.45 -------
18.!.15 -------

100,9'1 
{0.97) -------

100.00 
77.21 -------
22.79 

-------

100.51 
I o. 28 l 
l 0. 23) -------

. 100.00 
66.28 -------
33.72 

-------

23.83 
===:::::;;:xa 
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ANGELES CHEMICAL COMPANY, INCORPORATED 
STATEMENT OP CASH FLOWS 

UNAUDll'liD 
FOR THE TWELVE MONTHS ENDED APRIL 30, 1990 

CASH FLOWS FROM OPERATING ACTIVITIES: 

NET !NCOME {LOSS} 

ADJUSTMENTS TO RECONCILE NET INCOME 
(LOSSI TO NET CASH FLOWS FROM 
OPERATING ACTIVITIES: 

DEPRECIATION 
CHANGE IN ASSETS AND LIABILITIES 

ACCOUNTS RECEIVABLE 
INVENTORY 
PREPAID EXPENSES 
DEPOSITS 
ACCOUNTS PAYABLE 
ACCRUED EXPENSES 
CUSTOMER DEPOSITS 

. INCOME TAXES PAYABLE 

TOTAL ADJUSTMENTS 

NET CASH PROVIDED (USED) 
BY OPERATING ACTIVITIES 

CASH FLOWS FROM INVESTING ACTIVITIES: 

LOANS ADVANCED 
COLLECTlON OF LOAN ADVANCES 
CAPITAL EXPENDITURES 

NET CASH PROVIDED (USED) 
SY INVESTING ACTIVITIES 

CASH FLOWS FROM FINANCING ACTIVITIES: 

PROCEEDS FROM LOANS 
PRINCIPAL PAYMENTS ON LOANS 

NET CASH PROVIDED (USED) 
BY FINANCING ACTIVITIES 

NET INCREASE (DECREASE) IN CASH 

CASH AT BRGINNINO OF PERIOD 

CASH AT END OP PERIOD 

CURRENT 
PERIOD 

$ (138,909.69} 

99,934.89 

(253,395.99} 
86,717.45 

(29,268.40) 
17,262.95 

215,712.46 
(38,640.59) 

3,181.55 
o.oo 

101,504.32. 

(37,405.37) 

(81,745.97) 
63.509.14 

735.48 

(17,501.35) 
_ ......... --... ·-·----

122,805,07 
(65,410.52) ..... ______ ._ _____ _ 

57,394.55 

2,487,83 

338,636.25 

$ 341,124.08 
===•:;::::o:;;:.:r:::=== 

SEE ACCOUNTANTS' COMPILATION REPORT 

YEAR 
TO DATE 

$ (239,:H8.25) 

194,593.89 

(45,422.94} 
(8,767.85} 
90,378.20 
Ui,s72.45 
67,794.84 

( 790.16) 
20,146.05 

(300.00) 

333,504.48 

94,186.23 _________ .,. ___ _ 

$ 

(169,638.10) 
136,148.59 
(56,189.13) 

(89,6?8.64) 

122,80~.07 
(157,263.-14) 

(34,458.37! 

(29,950.78) 

371,074.86 

341,124.08 
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Valuation SUSffi!rY 
Angvl•• Che.ical Co,, rnc. 

llpril 30, 191( f» #1- 7 2'7, ~·lib Stated !look Value . 
.P"., "31.:5;, Len Liquidation Dhcount (5l) 

" _ .... -.....;,.__.._ 

$l!;$U;9K' ~ 767., o Ob 
<!.pl,?OQ· ~?: :5() /. ~ '17.' &'S1J Subtotlll ( %) ft~>f,) J /6 .~:7.t.Sr..en Muketl!lbility Discount ~) . /¥' ~ $':1.'!. 3-f'S Fil lr Market Value 

:t, !J':n, Jotr :Sf) 
2!!!! t?!!li 

.$J.;i31,~" 

UO 2.$ (R 
r 

\ 
• 

,, 

/fLI',?.S(fV 
R • Rounded 

Recent Stock Sale and Valuation 
Revenue Ruling 59-60 suggests tbat arm's-length sales to knowledgeable unrelated third parties in the recent past would be a basis for valuation. 
There have been no such r.ecent tran11actiona. 1";r··· 

·----· ----..,..-. ' 
\d ., ~ 

.If 
I' 
" 

.·.·, 
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5.03 -

5.04 -

Fr • .., n.,,,.ltt$ c~~i'·.,·c-.1 
I' I' 3 . I' /., ~ I} ~""~ ,_.., ..1""" "'"' .,_ 

he should have returned to work, multiplied by the percentage of vested interest determined under Section 5.01 as of such date. 

Payment of Benefits 

(a) Payment of Participant's or Inactive Partic­ipant's distributable benefit may be made in cash or shares of Company Stock, as selected by the Committee; provided, however, that each such Participant and Inactive Participant shall have the riqht, in his sole discretion, to 
demand that such distributable benefit be distributed entirely in whole shares of Company Stock with the value of any fractional shares to be paid in cash.· 

(b) In the event that Company stock acquired with the proceeds o~. an ~~•rnpt Lo~n Which ~re available for distribution consi3ts of more 
than on• clasu, ~en distribution of such Company stock, if mad&, ~ust consist of 
substantially the same proportion of each such class of Company Stock, . 

(c) If the Committee determines that a person entitled to any distribution is physically unable or mentallY incompetent to handle such distribution, it may direct the Trustee to 
apply such distributiop for such person'• benefit. 

(d) The Trustee shall make distribution from the Trust only on inutructions from the COitllllittee. 

Method of Payroent 

(a) The manne,r of payinq a Particip11nt' s, which for purposes of this section shall include an Inactive Participant, distributable benefit shall be selected by the Committee from amon9 the following forms, after consultation with the Participant or in the event of his death, with his·beneficia~y. 

11) A lump sum; 

(21 In substantially equal annual, ·quarterly or monthly installments togeth~r with 
dividends or other income either paid or accrued thereon and any gains or losses, 
realized or unrealized, attributable 
thereto. The payments may be based on a 
fixed number of payments or on a fixed 
percentage of the Participant's Account. 
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ANG8LE6 CHEMICAL COUP••"· 
n•r • Anr, 1HCORI'OM2'£D 
""'""NCB SHEET 

[/}{AUDITED 
APRIL 30; J990 

ASSETS 

CIJRR!NT ASSETS 
PETTY CASH $ 3,544.26 

316,036.64 
t86.47) 

1Z ,811.76 
606.67 

CASH IN BANK 
CASH IN BANK - PAYROLL 
CASH IN BANK -BPRT~ 
CASH IN BANK - WHITTIER CRED 
CASH IN MONEY MARKET 
ACCOUNTS RECEIVABLE 1,143,326.64 
ALLOW. l70R DOUBTFUL ACCTS. (11,00.0.56) 

NET ACCOUNTS RECEIVA»LE 
ACCTS. ,REC. - STALLION 
ACCTS. REC. - OTHER 
EMPLOYEE ADVANCES 
INVENTORY - CHEMICALS 
INVENTORY -PACKAGING 
INVENTORY -PKG.-BORTZ 
INVENTORY -GASOLINE 
PREPAID INCOME TAX 
PREPAID INTEREST 
PREPAID PROPERTY TAX 
PREPAID INSURANCE 
PREPAID AUTO INSURANCE 
PREPAID CONSULTANTS FEES 
PREPAID PACKAGING 

TOTAL CURRENT ASSETS 

FIXED ASSETS 
OFFICI TRAILER 
TRUCitS 1\; AUTOS 
TANKS & PLANT EQUIPMENT 
FURNITURE & FIXTURES 
PLANT 
DRUMS 

____________ ..., .. 

9'1' ,811. 43 
220' 385.36 
802,790.48 
207,061.21 
351, 7.\15. 97 
151, '176. 06 --------------TOTAL FIXED ASSETS 1,831,580.51 

I.II:Siil: ACCUMULATED D~PRECIATION I 1,368,504.08} 

NET FIXED ASSETS 

TOTAL ASSETS 

. 10,311.02 

1,132,326.09 
61,196.19 
27,592.31 

I . 
q.-J'., -

1,565.00 . 
306,796.40 "$(1$ ,., .. 

70,805.13- /• ~o.r~ 
231,281 .25-3 .... , ·-. 

6,981.51 
t,ooo.oo 

10,039.42 
2,367.69 

108.325. fi'f 
38'1. 50 

2,240.12 
20,904.55 ___ .... __ .. ______ _ 

2,326,923.07 

465,016.43 _______ ...., _____ _ 

$ 2,791,99~.60 
•z=z::;::;:az::::::.:ut~ 

SEE ACCOUNTANTS' COMPILATION REPORT 
BR000366 
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ANGELES CHEMICAL COMPANY, INCORPORATED 
BALANCE SHEET 

UHAUDX'l'ED 
APRIL SO, 1990 

LIABILITIES AND STOCKHOLDERS' EQUITY 

CURRENT LIABILITIES 
NOTES PAYABLE / 
ACCOUNTS PAYABLE "" 
OfRER ACORUID LIABILITIES 
ACCRUED TANK ~STING 
ACCRUED PAYROLL 

.ACCRUED' COMMISSIONS 
ACCRUED WORKMANS COHP.INS. 
SALES TAX PAYABLE 
DRUM DEPOSITS .,.,. 
DRUM DEPOSITS-
EMPLOYEE BENEFIT A WELFARE 

TOTAL CURRENT LIABILITIES 

LONG-TERM LIABILITIES 
NOTE PAYABLE 

• 83,509.51 
713,104.68 

10,304.98 
3,303.07 

14,991.85 
9,556.26 
2,606.67 
6,222.67 

139,496.015 
(59,496.05) 

620.61 

--------------

____ .., __ .... _.,. ___ _ 

10TAL LIABILITIES 1 • 00 5 '398. 68 ' 

STOCKHOLDERS' EQUITY 
COMMON STOCK- $.10 PAR VALUE, 

1,000,000 SHS. AUTHORIZED, 
54,065 SHS. ISSUED ~ OUTSTANDING 

PAID_ IN CAPITAL 
RETAINED EARNINGS- BEGINNING $ 1,914,790,89 
NET INCOME OR (LOSS) (239,318.251 

· RETAINED EARNINGS 

TOT~ STOCKHOLDERS' EQUITY 

TOTAL LIABILITIES AND STOCKHOLDERS' EQUITY 

_________ ... ___ _ 

5,408.50 
106,723.80 

1,675,412.84 

tots& ,ao2.94 

------·-------
$ 2' 791,-999.50 
c:c;===z-======•,. 

SEE ACCOUNTANTS' COMPILATlON REPORT 
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ANGELES CHEMICAL COMPANY, INCORPORATED 
STATEMENT OF lNCOM£ 

UNAUDITED 
FOR THE TWE~VE MONTHS ENDED APRIL 30 1 1990' 

... CURRENT 
PERIOD X 

YEAR .. 
TO DATE 

OPERATING iNCO!lE (LOSS) • I U3 ,252,57 J (4.04) • .(247,821. 57) 
------------- -----'"to- -------------OTKER ·IHOOME OR (EXPENSE) 

DISCOUNTS EARNED . 316.52 (1.01 1,614.01 
DEMURRAGE 61.2!.> o.oo 1, 202, !iO · 
INTEREST INCOME 8,803.32 0.23 14,556.36 
SALARY REIMBURSEMENT 321.75 0.01 1,1111.53 MISCELLANEOUS INCOME o.oo o.oo 879.62 
PAILS 5'12.88 0.02 1,ue. u 
SALE OF ASSETS too.oo o.oo o.oo 
TEBMINALING CHARGES 19,441.U o.u !Ill, 71 !1.119 
!Ji'Tii:REIIT EXPENSE. ( 5,1180.95) (0.15) (lll,113.l.7)" 

(9,583.34) (0.25) (38,333.361 

'l! 

13. 04 ) -------
o.oz-· 
o.ot 
0.18 
o.o1-
o.o1 
0.02 
o.oo 
a. 4" 

(1),11) 
(0.47} CONSULTANT EXPENSE ------- -------------

___ .,..,.. __ 
-------------· TOTAL OTHER INCOME {EXPENSE) 14,342.88 0.38 9,103.32 o._u -------

_, 
.. 

', ~· , .. 
' ; 

lNCOMR.O! (LOSS) 
BEFORE INCOME TAXES 

CIIEDIT (PROVISION) 
l'OR INCOME TAXES 

NET INCOME (LOSS) 

___ .... ______ ... __ ______ ,..,. 

(138,909.691 (3.66) 

o.oo o.oo 
------------- -------
$ . I us, 909.691 (3.66) 
=====•••:;::::11:'!1: :!:l:e:t:;:;;:;;: 

_______ _;S::E=E:_:A:,:C:,:CO:=UN:.;_T::A.N:.TS' COMPILATION REPORT 

-----------·· 
( 238.718.25) 12.93 I 

(1,100.00) (0.01) 

------------- -·-----
I (239,318.25) (2.94) 
======·····$= ===••== 
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-·-
Mr. Eric Bramstedt 
Menke & Associates 
lli Sansome Suite 1000 
San Francisco, Ci\ 94104-3821 

Dear Mr. Bramstedt• 

September 21, 1990 

Enclosed are Anqeles' 19911 financisl statements for your review in 
valuing the company's stock. 

1 am currently reviewing the note "Company and Industry" from your 
198JI report and will talk to you about. any updates tbat need to be 
rn.de!f 

I am al'i'O trying to find an answer to whether ESOP payoff amounts paid 
over ttve year" are fixed and should have that Information to you next 
week. 

Slncerly, . 
,..,...-; mr -L--...-­_......-__. .. ~~-~ 
Tim M.ahoney 
Controller 

Enc 

1 alii IF ........ 
1815 Sorwn.,. A-•• • P.o. Box Zlta • Sonto ,.&prltiii,Collfornlo 10810 
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,TELECOP! TRANSMISSION 
FROM 

8915 sorensen Ave, 
Santa Fe Springs, Ca 90670 

DATE z -If= ftC( FAX TELECOPY NOt 213-698~7571 

.. 

':, ,. 
. . 

ro=&Nir£ t-11:saac.I.Al£-s;: IJ77ji_£t?!(!;JlftJPI~~ 
FROM: Atl.fk-Lt:?S r;;d~Mt~IJ..~ J..O:. t.()t.k€ .. ·.f:: 
Nt.!MSER OJ PAGlilS INCLUDING COVBR SB!!T; s: -t ';;~~ 

l .. . .. ; .. 1.";{;'.:. . ~~'~fr'· 
IF YOU DO NOT RECEliVE ALL MATERIAL BEING TRANSMI!!.''l':E:D, PLEASE : !.1: .i); CALL OS AT (213-945-3911) AS SOON AS POSSISU •. 'l'HANR YOU! · .. }: 

SPECIAL INSTROC'l'IONSt E:'!(/C; r ,&AyJE .. 7.il(k@ ·-f~ 
tdl77/ ,:;:(Jc/uMIJ.VfE(? r;J=/Ic e:p&{S .. t! 
:!:::t ~?~ :-1/:i·:J~ .· .] 
/'/,.' s <!f_ 7i/t:; I ' . · . · ' ·'' ::) . . . 

~l~t!:::::.J.J .lJSCi:t:A=a~n •. ::r;,." :C;jGJ .. 
. S~15 Sat~n~.Lm Avl:)'nun' P.d. a.o·.lt-~Hia: • ~~.,~:~ f.''f ;J.,f~<l~:!I.C~titornla ~0670 
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,.eg~ SY~XC.fO::OX ii!LECOP".f!!.~· 7010 : 9-11-139 11~.2CiRM ~ 

... tiuG 11 '89 11' 33 ~~ELEB CHEMICAL MO 
fnvironmenlal Comutronrs . . . 

SCS ENGINEERS 

August 7, 1989 
F11e.No. 185016,00 

Mr • .John Locke 
Angeles Chemical Company 
8915. Sorenson Avenue 
Santa Fe Springs, California 90670 

Subject! Revised Cost Proposal 

our John: 

3711 Long Beach Blvd. 
Ninfl'l Floor 
lo"') 8eoch. CA 90807 

4155432489;11 2 

1='.~ 
213 426·95.t4 
FAX 213 427-()805 

.i?S- '93:).JL 

As per our recent meeting, we have. restructured our[previou~cost estimate to 
reflect the following: 

• Drill shallow so11 borings, but confine dr1111ng activities to l: day's 
drilling activities (assume one 10-hour day for these .activities), 
Note, as per our previous discussions, that a11 dri11ing costs w111 be 
paid directly by Angeles Chemical. Our recommendation would be to use 
HF Dri111ng, who is very professional and fast, 

t Analyze 5M, lOw, 15-, and 20-ft samples from each boring for EPA 8240 
(vo111t11e organics). . . 

• This data will form a portion of a final report ultimately to be sub­
mitted to the Los Angeles County Depa~tment of Health, However, since 
this activity represents only part1a1 completion of the work plan, a 
report will not be prepared, Rather, we anticipate having one meeting 
with you and your staff to discuss the results. 

As wa discussed, I w111 be out of the country beginning September 19, but will 
return to the office on October 16, We can in1tiate the drilling program 
sometime after I return, perhap.s several weeks, thereafter. 

Please call 1f you have questions. 

\ 

KIIL/jml 
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Rr;:JJ<t.o. BY' xEROX 'rEl.ECOP I ER 70Hl J 8-11-$11 11 ::<SAM J 

IIUG 11 1 89 11 '34 ANGELES CHt.I1ICI=IL MCJ 

21~6!iOS757H 

TABLE 1, REVISED PARTIAL COST ESTIMATE 
FOR ANGELES CHEMICAL - UNDERGROUND STORAGE 

ON-SITE DRILLING (ESTIMATED) 

Includes drilling activ1tit$ for 1 day (assume eight borings@ 
20ft each), bentonite seals, steam cleaning, asphalt patching, 
etc:. 

*Costs to be paid by Angeles Chemical, 

SCS COSTS 

On-site geologist (includes preparation for drilling and 
completion of boring logs) 

Equipment rental 

Supplies (drive tubes, etc.) 

Laboratory analyses (32 samples @ $22S each-) 

Meeting 

Miscellaneous (travel, reproduction, telephone, etc,) 

Management and project coordination 

ESTIMATED TOTAL (excluding drilling) 

41SS432489JOI :, 

P.3 

Amount ('$) 

2,000* 

1,200 

150 

400 

7,200 

400 

so 

11350 

10,750 

BR000396 
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SCS ENGINEERS 

August 7, 1989 
File No. 185016.00 

Mr. John Locke 
Angeles Chemfcal Company 
8915 Sorenson Avenue 
Santa Fe Springs, California 90670 

3711 ~'-"'9 S.och Slvd. 
N;nfh Fioo< 
~ono 6ooch, CA 90007 

Subject: Underground Storage Tank Investlgiltions 

Dear John: 

213 426-9544 
f>'.)( 213 427·0005 

As per your request, we have fon11ulated some h thetica_l scenarios that should provide you with a better ldea of ult1 te cleanup costs on your site, should you experience soil and/or ground wa contamination. These are not estimates to actually do the work on your te, but rather, ballpark ranges of costs based on our experience ilt sites with similar problams. These scenarios a.re explained below. --
~Scenario A- Minor Amounts of Chemicals Detected in Shallow Soils 

This is what we typically ffnd 1n an underground tank farm that has data simi­lar to th~t already generat11d by your personnel. That is, your tank and pipe­line testing suggest that there have been no ~ajar spills _at your facility. In addition, your inventory control system indicates that no. s1gn1ffcant _quan­tities of products have been lost. In such cases, small amounts of. contaJII1-nants may have entered the subsurface soils from mfnor overfilling, or perhaps very small/m1nutl! leaks in the pipeline elbows, etc. In thfs scenario, cleanup costs are virtually nil, since the a.aunt of constituents 1n the soil is mfnor and would generally not concern a regulatory agency. In this scenario, detectable a110unts of S(!lle solvents would be detected in the so11 profile from probably 5 to 15 feet below grade, but would not be present 1n the lower depths at !30 feet. The costs experienced under this scenario would be only those Incurred in the course of implementing the entire underground storage tank program. A cleanup action solely for the purpose of dealing w1th such minor amounts of chemicals would be impractical. The only possible adverse effect under this scenario would be that if in the future you decided to Install a vapor monitoring system, the vapors from chemicals already present in the soil might interfere to sueh ~n extent that vapor monitoring would not be practical, 

Scenario B - Moderite Soil Contamtnat1on But No Ground Water Contamination 
Under this scenario, •oderate ~ounts of solvents would have been unknowingly released over the· years and would nave contaMinated soils down to a greater depth, po,l1b1y down to a5 or 40 feet. The ~gnt.mination would be significant enougn to require some sort of reRied1al action to prevent tne contaminants frOM reaching ground water. Vapor extraction 1s the most cost-effective methOd that wa have found to remedy a situation such as this. 

BR000397 

'I 



RCV BY' Xo:F•ox TELECOPIER 7010 ; B-H-6!.'1 H: 27AM ; 2136!.'18'1571~ 415543248~;. 5 . \ 

' ~\ 
,,~·-.,I. 

'' eiUG 11 'B:l 11: 35 RNGELES CHE~IICAL MO 

Mr. John Locke 
· August 7 , 1989 
P~ge Two 

In vapor extraction, vacuum is applied to perforated pipe placed within the · 
contaminated zona, and the vapors are vented to the surf e through a COMbus­
tion engine or 1nc1ner~tion/catox unit that oxidizes t se constituents 1nto 
ha~less carbon dioxide and water (similar to the W«Y cor engine operates). 
While these systems are not inexpensive, a ballpark estimate could r~nge from 
~ low of about $7Ji-,OOO to ~ high of about uoo QM. depending on the qu~ntity 
of chemicals acfu~ ly encountered and the length of time needed to complete 
the venting. In addition, the water Quality Control Board would probably 
insist on several groond w~ter wells to assure that no chemicals had migrated 
into the first aquifer. This could cost an add1t1onal $50,000 to $100.000 
depending on the •onitoring program required. 

Scen~rio C - Heavi~ Contaminated Subsurface Soil and Contaminated Ground 
Witer Underneath t site · 

Under this scenario, potential investigative and cleanup costs are an order of 
magnitude more expensive than in the previous scenario. In order to investi­
gate the extent of contamination under such a scenario, multiple ground water 
wells would have to be placed both on site and off site and monitored for a 
period of 6 months to 1 year in order to determine the full extent of the 
problem. This phase alone could cost anywhere from $50,000 to $100,000 or 
more, depending on how many wells are necessary and the frequency of mon1~or-
1ng. Once it has been determined that a cleanup program is required, a coM­
plete remedial design is necessary, followed by ~ imple.entation phase. 
While it is virtually impossible to predict at this point what such a des.ign 
for this site might cost, figures for design and 1~leoentat1on can easily -
range from a low of several hundred tb~~Jand dollars to in eliCeSS of a mi:llion dollars or more. Wh11e 1t ii_vety unl ely that this is the case at yoQr site. this cost (not to scare you, John) has been provided just to give you an 
idea of the magnitude of such problems. In all the cases that SCS has been 
involved in over the years in southern California, we have only encountered 
two such cases where these kinds of costs have either been incurred or even­
t.uaf I:Y Will be incurred, and both of these were attributable to substantial 
and known tank leaks. 

John, as we discussed, this is only a rough draft so please feel free to · 
either call or mark th1S up as you see fit and send it back to me for revi­
sion. 

Very tru1y yours, 

Kenneth v. LaConde 
Vice President 
SCS ENGINEERS 

KVL:c;j 
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